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COMMUNITY FACILITIES—LAWRENCE, IND. 


TUESDAY, AUGUST 10, 1954 


Unrrep Sratres SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SPECIAL SUBCOMMITTEE, CoMMUNITY FACILITIEs, 
Washington, D.C. 

The subcommittee convened, pursuant to notice, in the District Com 
mittee room, United States Capitol, at 10 a. m., Senator Wallace F. 
Bennett presiding. 

Present: Senators Bennett and Maybank. 

Also present: Clarence Dinkins and Richard J. Hogue, assistant 
counsel, FHA investigation. 

Senator Bennerr. Ladies and gentlemen, the hearing will begin. 

Senator Maybank and I are here as members of the special subeom- 
mittee assigned to the problem of community facilities, in which cate- 
gory this particular investigation of the Lawrence, Ind.. community 
facilities falls. 

Senator Capehart, the chairman of the committee, is presiding over 
some section 608 hearings in the committee’s room this morning and, 
therefore, is not here. I have been appointed as chairman of the 
subcommittee, so I will preside. 

Our first witness this morning will be Mr. William J. McGhee. Mr. 
McGhee, will you be sworn ? 

Do you solemnly swear that the testimony you are about to give in 
this investigation is the truth, the whole truth, and nothing but the 
truth, so help you God ? 


TESTIMONY OF WILLIAM J. McGHEE, LAWRENCE, IND. 
Mr. McGuer. I do. 


Senator Bennerr. Mr. McGhee, as you begin will you give your 
name, your address, and your business and other connections to the 
reporter, and then, as chairman, I would like to make a brief state- 
ment before you read your statement. 

Mr. McGurr. My name is William J. McGhee, M-c-G-h-e-e. I re- 
side at 8610 Pendleton Pike, in Lawrence, Ind. 1 am a photographer 
by trade, and a citizen member of the planning and zoning board of 
the town of Lawrence, which office constitutes a public official of the 
State of Indiana, without salary. 

Senator Bennerr. Mr. McGhee testified in executive session before 
this committee on three separate occasions, once on July 7 and twice 
on July 8, 1954. In addition to that testimony, he submitted a large 
amount of written data, including personal statements, in support of 
the contentions and charges he made in the testimony. 
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I have the authority of the full committee, as represented by this 
statement which is signed by 10 members of the committee, to release 
the executive testimony hearings and make it a part of the public testi- 
mony, so the material which Mr. McGhee submitted in executive ses- 
sion, both his testimony and material with which he accompanied it, 
will become a part of the 1 ‘ecord. (See p- 73.) 

I think there is no necessity for recopying it, but it is now officially 
a part of the record. 

Mr. McGhee has a statement which I assume will require about 10 
minutes to read, and he informs me he has other material which, in 
view of the fact that all of the material previously submitted is now 
part of the record, he may or may not want to put in the record. 

We will hear your statement, Mr. McGhee. 

Mr. McGueer. All right, sir. 

Because I can use my time as I see fit, I have been able to take a 
more active part in civic affairs than some of my fellow citizens who 
are tied to a timeclock. 

My first interest in the HHFA and FHA began when I was ap- 
pointed as a citizen member of the Lawrence Planning and Zoning 
Board, in the spring of 1952. At that time I believed that there are 
two main rules which ought to be followed whenever the Federal 
Government sticks its nose into private affairs of States, small towns, 
or individual people looking for a house to live in. The first rule is 
that tax dollars, the people’s money, should be spent wisely and well. 
The second rule is that the purpose of spending Federal tax dollars in 
a local situation is to provide individual people with some protection, 
protection against a cruel world where mortgages are hard to get, but, 
more than that, protection against inferior housing, protection against 
the fraud which is practiced when a builder lowers the quality of his 
building and sells a cheap house at a high price, to an unsuspecting 
buyer who thinks that the words “FHA Approved” and “VA Ap- 
proved” means that he will get his money’s worth. 

I assumed, at first, that the Administrators were doing their best to 
follow these two rules, to spend money wisely, and, according to law, 
to protect the citizen-buyer. But as my work on the planning and 
zoning board progressed it became more and more clear to me that 
neither of these rules were being carried out. 

I have already given my testimony to the executive session and it is 
already in the record, so there is no point for me to repeat that, of 
course. 

I will now briefly review the issues involved. The HHFA has al- 
leged that defense housing in the town has made a grant and loan for 
water both legal and necessary. This is not true. I can elaborate 
on that in detail, gentlemen, for quite some length. 

Senator Maypanx. I have never heard any of this testimony. I 
don’t understand how the HHFA—of course, you say you can elab- 
orate on it—can make a grant without the request of the local 
authority. 

Mr. McGuer. That istrue. It has to be by application, sir. I will 
cover that in just a little bit, sir. 

This water supply story represents a classical example of where the 
Federal Government, through HHFA, is spending money foolishly 
and unnecessarily and illegally, while the housing deve ‘lopments illus- 
trate how the Federal Government, through FHA and VA, is failing 
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to provide protection for the buyers of houses against sloppy work- 
manship and inferior materials. Ever since I became aware of these 
shortcomings in the Federal program last fall I have been working 
to block the unnecessary expenditure of taxpayers’ money on the Law- 
rence water system by HHFA, and to get the Indiana branch of the 
FHA to expose and correct the shoddy practices of several of the 
builders who are putting up houses in various parts of the town. 

Now, as to the water: Before five developers came to town to mass 
produce housing developments in the area our water supply was in- 
adequate. With the additional houses, however, it was quite clear 
that we would need larger mains, more water to put through them, 
and more storage capacity. The town fathers turned to HHFA for 
help, and succeeded in getting a grant for $124,800 and a loan for 
$56,000. As a member of the planning and zoning board, I had two 
main objections to that. First, as I read the law, the HHFA had no 
right to deal with the town fathers on this matter. We have a water 
board in Lawrence, and I submit that this 

Senator Maysank. Who owns the waterworks, the city ¢ 

Mr. McGueer. It is a municipally owned waterworks. 

Senator Maysanx. I don’t know how your laws are in Indiana, 
but the laws in South Carolina would be that for instance in the city of 
Charleston, of which | was former mayor—that has nothing to do 
with it, but I mention it—we have a commissioner of waterworks, too, 
but the city owns the waterworks and the officials of the water com- 
mission have to do what the ordinances say they must do. 

Is that the law in Indiana? 

Mr. McGuer. No, sir; that is not the law in Indiana, and the spe- 
cific public law reads— 





it shall be the appropriate political subdivision. 


IL can go into that. 

Senator Maypank. I have never heard of any of this before. I 
want to keep myself straight. 

Mr. McGuer. Yes, sir. 

Senator Bennerr. You may goon, Mr. McGhee. 

Mr. McGuer. I submit that this in the words of the law 

Mr. Dinkins. You left off with a loan for $56,000. 

Mr. McGuer. Thank you. 

As a member of the planning and zoning board I had two main 
objections to that. First, as I read the law the HHFA had no right 
to deal with the town fathers in this matter. We have a water board 
in Lawrence, and I submit that that is in the words of the law the ap- 
propriate political subdivision. 

To elaborate, that is the appropriate phraseology of the statutes of 
Indiana, and of Public Law 139, as amended. 

Senator Maypank. What did the water board do about the applica- 
tion ? 

Mr. McGuer. They did not sign the application. 

Senator Maypank. Did they object ? 

Mr. McGuer. No, they didn’t. 

Senator Bennerr. For the record, aren’t the three members of 
the water board members of the town board ? 

Mr. McGuer. Not at all times, sir. 
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Senator Bennerr. Were they in this instance when this contract 
was made? 

Mr. MoGuer. At the time of a portion of the contracts involved, 
yes, with the HHF A, but not with the engineering firm, according 
to the records. 

Senator Bennetr. May I point out that your statement here is that 
the HHFA dealt with the wrong agency. 

Mr. McGuer. Yes. 

Senator Bennerr. Now the wrong agency made the contract and at 
the time the HHFA received an applic ation from the town of Law- 
rence, were the three members of the water board also three members 
of the town board ? 

Mr. McGuer. Yes, sir; but by law they are separate and distinct 
bodies, and their membe ship i is not an ex officio membership. 

Mr. Dinkins. Mr. McGhee, may I ask you a couple of questions? 

Are you a lawyer, sir? 

Mr. McGuerr. No, sir. 

Mr. Dinxrns. Do you know if the legality of these loans and grants 
were passed upon by Mr. Jose, town attorney of the town of Lawrence ? 

Mr. McGuer. I would presume that he took them under advisement 
and rendered some sort of opinion, as he was at the time of this the 
town attorney, and it would certainly be his duty to so do. 

Mr. Dinxins. Do you also know whether or not the legality of 
these loans and grants was passed upon by the legal department of 
HHF A? 

Mr. McGuer. Yes. I believe in my conversation with Mr. Seward 
and Mr. John Hazeltine and Mr. Albert M. Cole, I think a Mr. Fitz- 
simmons or Fitzhugh—— 

Senator Maynank. Mr. Fitzpatrick, General Counsel, concurred 
with the general legal point of view of the HHFA. 

Senator Bennett. I would like at this point to ask Senator Maybank 
a question. 

Senator Maybank was chairman of this committee for many years. 

What has always been the committee’s interpretation of the phrase 
“appropriate political subdivision” in respect to whether it would be 
the governing body of a municipality or subsidiary ? 

Senator Maypank. I cannot speak for the balance of the committee, 
but my interpretation is that the political subdivision would be the 
city itself or county itself, not any water commission or fire com- 
mission or police commission. They are under the city council, who 
appropriate moneys for all salaries, and so forth. 

Senator Bennerr. Mr. McGhee, was this issue one of those that 
was involved in the suit that was tried in the courts of the State of 
Indiana? 

Mr. McGuer. Yes; but no evidence as elaborate as has been pre- 
sented, this testimony that was allowed to get into the record. 

As I testified, I am not an attorney. I am a photographer. 

Senator Mayrank. Let me ask a question: You say this was tried 
in the courts. Who paid for it to be tried? 

Mr. McGuer. I did, sir. I paid $10 for a filing fee and entered 
an appearance as my own attorney, which is very unusual, but allow- 
able under the State of Indiana. 

Senator Maypank. If the city counsel, as you suggest, Mr. Jose, 
whatever his name was, approved it, and Mr. Fitzpatrick, who is 
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General Counsel for the HHFA, and after you went to court, who 
opposed it? 

[r. McGuer. There were some attorneys opposing me entering 
appearance on behalf of the builders in the area. 

Senator Maysank. How about the city, itself? 

Mr. McGuer. And the city, itself. 

Senator Maysank. The city opposed you? 

Mr. McGuer. Yes, sir. 

Senator Bennerr. How did that suit finally end? 

Mr. McGuer. It was found against the plaintiff, myself. How- 
ever, there is sufficient new evidence, I feel, to grant a new trial. The 
same thing is up before a Federal court now in Indianapolis, the 
southern district of Indiana, ina suit against Albert M. Cole. 

Senator Bennerr. I think we have taken enough time to demon- 
strate that there is at least grave question as to whether or not your 
assumptions that the water board had jurisdiction and the town board 
did not have jurisdiction is correct. 

Mr. McGuer. That is a serious point of contention, and possibly 
that is one of the main issues involved, Senator. 

Senator Bennerr. That is a matter for judicial determination. It 
is not involved before this committee. 

Mr. McGuer. Yes, sir. 

Senator Bennerr. This committee does not have power to make 
that kind of determination. 

Mr. McGuer. One of the forms the HHFA requires, or I assume it 
requires it because they so had it published, was that the signatures 
of the officials, stating in effect that all of the local and State laws 
were complied with. 

Senator Bennerr. That, again, is a matter for judicial review. 
Would you go on, please ¢ 

Mr. McGuer. In my opinion, contrary to law, the HHFA pre- 
ferred to deal with the board. 

Second, and my obviously major objection, is that the Indianapolis 
Water Co. will supply water to the town at less cost to the builders, 
and at no cost tothe town. ‘This would save the taxpayers of America 
$177,000 of appropriated Federal money, the Lawrence water cus- 
tomers $87,000 principal, and about $23,000 in interest. The builders 
would save collectively among them between $50,000 and $100,000, 
But since I objected to the waste, and illegality-—-but since I have 
objected to the waste and illegality of the Federal pli in, and HHFA 
has seen fit to raise this grant “from $124,800 to $177,000, and the loan 
from $56,000 to $87,000. 

I have filed suit for an injunction against Albert M. Cole, charging 
gross abuse of discretion and the illegal spending of funds under the 
Administrative Procedures Act. 

Aside from the legal technicalities of the situation, which the 
HHFA seems so willing to disregard, let me tell you what kind of a 
rathole that good, green Federal money is going into. Under the 
federally financed program, water from Lawrence would come from 
a number of wells. One well was drilled in the north part of town, 
12 inches in diameter, and 400-plus-feet deep. It wasadry hole. As 
if this were not a sufficient example of waste and inefficiency, a water 
main had already been laid to the useless well. They drilled another 
well which they have put out bids for a 325-gallon-per-minute pump 





6 COMMUNITY FACILITIES—-LAWRENCE, IND. 


which, according to the reports In the local press, that this well was 
tested at 400 gallons per minute for 10 hours. But when I left Law- 
rence water rationing was still in effect, and this well is supposed to be 
in opert ation. 

Now, Lawrence could get water without Federal aid by any one of 
these three means: 

f The town issulng revenue bonds. 

Senator Maypank. Did you ever suggest to the city council that 
the town do that? 

Mr. McGuer. I have attended every meeting except two of the exist 
ing town board, and I have never heard it discussed publicly at a 
public meeting, whether or not any other method than the HHFA 
plan. 

Mr. Dinxtns. Mr. McGhee, don’t they have two outstanding bond 
issues now ? 

Mr. McGirer. Yes; they do. Under the laws of the State of In- 
diana you can sell as many revenue bonds as a buyer will buy. 

Mr. Dinkins. Isn’t it a fact that coming behind those two bond 
issues the others would be third and fourth lens and, therefore, not 
readily marketable / 

Mr. McGuer. The original one is a PWA one, and I am quite sure 
that you have heard of refinancing, like you have two oa on your 
first and second mortgage, and you want to refinance it, but it was 
never discussed or entered into at any public meeting. 

Second, the mains to be extended at the builders’ own expense. 

Three, the Indianapolis Water Co. could do it at no cost to the town. 

Senator Mayzank. Did the Indianapolis Co. offer to do it ? 

Mr. McGuer. Yes, sir; at no cost to the town, except an optional 
$1,400, approximately $1,500 cost, and that was if the town decided to 
retain the use of their st: indpoint and that would be the estimated cost 
of an altitude valve. 

Senator Bennerr. Senator, we have the vice president of the In- 
dianapolis Water Co. here, and we can find out. 

Mr. McGuer. Tom Mahaffey, who has a title IX project in the 
town, is putting in his sewer and water mains at his own expense and 
giving them to the town, because he came in after this project was 
closed, so to speak, while the other title IX project, Harrison Park, 
which must have Federal subsidy to get sewers and water, according 
to HHFA statements. 

Now, I have been telling this story for nearly a year. Last winter 
I called Albert Cole at his home and made him personally aware of 
the situation. I talked to him personally the last week in April of 
this year. I hi = had considerable correspondence with Mr. ( ‘ole, and 
with Senator Capehart. There is a copy of a letter in the record 
dated December 16, 1953, and addressed to Mr. William Book, execu- 
tive vice president of the Indianapolis Chamber of Commerce, and 
Mr. Cole says in part: 

I note that you still are of the opinion that I have not familiarized myself 
with the factual situation with respect to the town of Lawrence water-facilities 
application and the approval thereof. I wish to assure you that I am and have 
been familiar with such factual situation and that, with due consideration to 


your protests, as well as to those of Mr. McGhee, I remain of the opinion that 
the approval of said application was and is warranted. 


Then Cole goes on to explain why it is that the Federal money 
should be spent rather than allowing the Indianapolis Water Co., and 
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that is a private enterprise, taxpaying institution, that pays approxi- 
mately 37 percent of its income in taxes—so I guess it is perfectly clear 
that no one can say that he didn’t know about this. 

And HHFE A, and any one of their offices—I have knocked on every 
door that was available. 

This is the broad story, or the story in broad outline. I have docu- 
ments here to back up what I have said. I want to answer any ques 
tions that you may have that will fill in details in my story, but I 
would like to touch briefly on the two title IX projects which HHFA 
has used to justify these grants and loans for the water-supply system. 

There are several title Il projects in town, but to keep the story 
simple I will just tell you a few of the things that I have person: ally 
found wrong in the title LX projects. As a public official of the State 
of Indiana; that is, as a member of the Planning and Zoning Board of 
Lawrence, I am in a position to know a little about what is wrong 
with these projects. Also by local ordinance by law I am an inspector. 

If the distinguished Senators on this committee will, while the Sen 
ate is in recess, will visit Lawrence—Senator Maybank, I believe you 
are going out to Chicago to the hearings, it is only an hour’s flying 
time— 

Senator Maypank. I hope they recess very soon. I appreciate the 
invitation, also. 

Mr. McGuer. I think your hope there is shared by a good many 
people and, Senator Bricker, I would like to extend a request to him, 
because it is not too far away from him, and if you happen to go 
through Indiana, Senator Bennett, not to leave you out, we would be 
very glad to take any time necessary to show you through and let you 
talk to people on both sides of this controversy. 

You will see, if you do come down there, the wonderful intent and 
purposes of the housing bill, and of the general FHA plan, being 
totally perverted to bring profit to the promotional builder and sorrow 
to the taxpaying home buyers. 

Here are a few of the things that I have personal knowledge of 
with regard to Harrison Park project, built by Property Management, 
oe ., and the Brookside Park project built by Don Davis and financed 

Tom Mahatflie, Jr. 

The principals in the Harrison Park project, that’s Property Man 
agement, Inc., are Paul Kapelow, Louis Leader, and Alex Kornman. 
Kapelow and Leader are under investigation by William McKenna and 
a full Committee of the Banking and Currency with regard to 

218,000 in windfalls, through the Roselawn and Shelby Construe- 
tion Co. of New Orleans. Tom Mahaflie, of the Brookside Park proj- 
ect, is involved in the Meadowbrook Apartments, section 608, and I 
would like to state at this time I have no knowledge of that being 
investigated, in Indian: tpolis, which was mentioned by Mr. Glueck of 
the Mid-City Investment Co. of Gary, in his testimony before the full 
committee regarding Earl Peters, former State FHA director, who 
was fired for financing his own apartment project in Fort Wayne, Ind. 

Senator Bennerr. Mr. McGhee, at this point it should be made 
perfectly clear—I think you will agree with me—that none of the 
projects you have mentioned are under investigation by this subcom- 
mittee, and that any charges against the builders of projects in 
Lawrence must stand on the basis of what happened in Lawrence, and 
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we are not transferring any criticism of projects these men may have 
built in other places to this particular investigation. 

Mr. McGuer. I realize that, sir. 

Senator Bennett. I think it is fair to say this is a little bit of 
gratuitous criticism that is intended to prejudice the committee against 
the men who built in Lawrence, because it is outside of the scope of 
this investigation. Is that right? 

Mr. McGuee. I will concur with your statement to a degree, sir. 
When you are dealing with credit, such as mortgage financing, cer- 
tainly a man’s background goes to his credit rating. What he did 
some place else-—— 

Senator Bennerr. Wait a minute. There is a basic rule of law in 
the United States that a man is innocent until he is proven guilty, and 
having been proven guilty, if he is proven guilty of a “particular 
crime, somewhere else, that doesn’t make him automatically guilty 
of any other crime that anybody else can charge him with. 

Mr. McGuer. My statement certainly does not make him guilty, 
Senator, and there 1s no intent to imply any guilt. I am just stating 
facts. The guilt will have to be found by this committee or the full 
committee or some other investigation staff, 

Senator Bennerr. We agree at least that none of these projects 
mentioned in this paragraph are involved in this investigation 4 

Mr. McGuer. According to press reports, the Shelby Construction 
Co. has 300 under investigation in Indianapolis. 

Senator Bennerr. Is that involved in the investigation of the city 
of Lawrence ? 

Mr. McGuer. Whether or not they mean this Harrison Park project, 
I do not have the specific knowledge. 

Senator Bennerr. You are quoting us a statement from the paper. 
Do you have any personal knowledge which would say that outside 
of the Property Management Co., which is represented here and by 
witnesses, and whom we will hear, and we agree that they built houses 
in Lawrence—will you agree that this investigation before us is an 
investigation of community facilities in the city of Lawrence, and 
these other charges are outside of our scope, whether you are going 
nearby into Indianapolis or far away into New Orleans? 

Mr. McGuer. There is no Shelby Construction Co. building any 
houses in Indianapolis. 

Mr. Bennett. Let’s leave Indianapolis and New Orleans out of this 
and we will agree we are going to confine ourself to a discussion of 
the problem as it affects Lawrence? 

Mr. McGuer. Yes. That is all right, sir. 

The Harrison Park project. has had numerous waivers from FHA 
to permit them to alter and lower the cost of construction of their 
project. The mortgage commitments are based on the original plans 
and specifications of the houses, as submitted to the FHA. The actual 
value of the houses as sold is considerably lower because the FHA per- 
mitted corner-cutting on the following items: Foundations—the size 
of the reinforcing rods in the concrete was cut down. The original 
specification for waterproofing the concrete slab was relaxed. In 
fact, it was so relaxed that the asphalt tile laid on some of these slabs 
has come to taking loose and bulging up. 

Bracing: Elimination of 2 by 4 ‘and 2 by 6 strong-backs spiked to 
the ceiling joists, elimination of 2 by 3 roof braces, “and purlings. 
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Wiring: Reduction from BX armored cable to non-metallic Romex- 
type cable. 

Plumbing: Bathtub, lavatory and watercloset was waivered, from 
Briggs fixtures to bathtub by Plumbingwear and other two items to 
Kilgore. 

Mr. Drnxrns. Mr. McGhee, have you personally inspected these 
various defects you speak of ¢ 

Mr. McGueer. I have gone through—I either have personally m- 
spected or have documents on this. 

Mr. Dinxrns. You can state of your own personal knowledge that 
these things are true ¢ 

Mr. McGuer. As to the documents, allowing the waiver; yes. 

Mr. Dinkins. No. 1 mean as to these things that were eliminated 
and the substitution of material, I mean you can speak from your 
personal knowledge on those? 

Mr. McGuexr. | either have it documented or I have seen it with my 
own eyes. If you want to ask me on a particular point, I can tell you 
which it is. 

There may be other waivers that I don’t know—that I don’t have 
documentary evidence of or haven’t seen, but just from this listing 
you can see that the buyer will be getting considerably less than what 
he is paying for. Furthermore, he will be paying interest for 30 years 
on something he is not getting. 

I have never seen a waiver upgrading the original specifications or 
increasing the builders costs. 

I feel that this project is so botched up that if the grant money 
on slum-clearance program of the new housing bill stays on the books 
during the time that these mortgages are being paid off, we will have 
to apply for Federal aid money to clear up a slum condition which is 
now being credited in Lawrence by the misadministration of the 
present Housing Act. 

Now I think 

Senator Maypank. You just think they will have to do that. You 
don’t know they will have to do that. 

Senator Bennett. This is an expression of opinion. 

Mr. McGuer. This is an expression of opinion, and the planning 
and zoning board, members of it are trained to try to think out in 
advance to plan and see what in the future will take place to keep these 
negative conditions from arising. I mean that is the basic reason for 
a planning and zoning board. 

Mr. Dinkins. Mr. McGhee, how many members are there on your 
planning board ? 

Mr. McGuer. Seven. 

Mr. Dinxrns. Do you speak for all seven ? 

Mr. McGuer. No, sir. I speak for myself and people who concur 
with me. 

Mr. Dinkins. Do you know how many of the other 6 agree with 
your statements made here this morning ? 

Mr. McGuee. I wouldn’t know as to that in any recent knowledge, 
because of the fact that the town board, in an illegal action, passed 
an ordinance or a motion, purporting to remove me from the planning 
and zoning board some 3 or 4 months ago, and just recently the 
official attorney general opinion of the State of Indiana, bearing on 
this matter, that they have no authority to pass such an ordinance, thus 
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putting me back on the planning and zoning board, and I have only 
attended one meeting which was the first Mond: ay of the month since 
that, and at that time none of this discussion came up. 

Mr. Dinkins. Do you know how many of the other six agree with 
zoning board who agrees with your position about these things? 

Mr. McGuer. There have been times that certain members have 
agreed with me on these things, and then other matters have influenced 
their change of opinion. 

Senator Bennerr. Are you implying any improper influence or are 
you implying that they were bribed or threatened ? 

Mr. McGuer. I won't say they were bribed or threatened, but I 
have been threatened on this matter. 

Senator Maysank. Who threatened you? 

Mr. MoGuer. Mr. Fisher, sitting over here someplace, over the 
telephone. 

Senator Maypank. On the telephone? 

Mr. McGueer. Yes, sir. 

Senator Bennerr. We would be glad to ask Mr. Fisher what he 
threatened you for and with. You may continue, please. 

Mr. McGuer. I think that covers the outline of the two major points 
that 1 wanted to make. I hope I have given you some idea how an 
HHF A-financed water system in Lawrence is wasting the taxpayers’ 
money without accomplishing anything that the Indianapolis Water 
Co. couldn’ t do better at no cost to the t: ixpayer. 

I have also demonstrated that two title IX housing projects that 
made the extra water supply necessary have been built in a slip 
shod and improper manner. The Government has let down the tax- 
payer Who poured his money into a dry well, in an unnecessary ex- 
penditure of appropriated tax dollars. It has also let down a lot 
of trusting people who thought that VA-approved and FHA-ap- 
proved meant they were getting what they were paying for. As I 

said at the beginning, this is a complex mess, and I hope that this 
introduction will stimulate you to ask me questions. 

What I have said is mere ‘ly intended as a framework for a thorough 
discussion of the many phases regarding noninspection and noninvesti- 
gation, and nonadministration of both the water and housing projects. 
At this time I request that upon completion of my giving of evidence 

this we part of the hearing, that I reserve the right to recall 
myself as a witness after the other witnesses have testified for the 
correction or insertion of evidence. 

Senator Bennerr. Mr. McGhee, you have no right to recall your 
elf. That right rests with the committee. 

Mr. McGuire. All right, sir. I was quite sure the Senator would 
be able to rule on that, and not knowing the rules—I would like to 
nsert in the record the story in the Indianapolis Star of August. 6, 
and I think the honorable Senators are aware that most newspaper- 
men are pro! bab ly the most cynical peop je on earth, and in order to get 
a newspaperman to write a story, you have got to go to the ath degree 
toconvince him what you claim is right. 

Senator Bennerr. May I ask you at this point, are you responsible 
for this story? In other words, did the newspaper develop this story 
on its own or was it asa result of prod ling from you ¢ 

Mr. McGune. I think perhaps that question could be better answered 
by Mr. Ben Cole, who is the local representative of the Indianapolis 
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Star, and I don’t think anybody is going to prod the Indianapolis 
Star, Senator. At least I have tried many times, and have been very 
unsuccessful. If they had printed all the stories that I had called 
them about, this would have been over a long time ago; and the Wall 
Street Journal, the editorial on July 27, 1954. 

[ would like to also say at this time that Mr. Smithers, of the Wall 
Street Journal, spent some 7 hours going over my evidence and talk 
ing to other people. And also an editorial of the Marion County 


Mail. 


Senator Bennerr. These materials will be accepted and put in 
the record. 
(The material referred to is as follows:) 


{Indianapolis Star, August 6, 1954] 
LAWRENCE Hovusine BoTtcHep—RvusH WorK ON AppITION BLAMED 


A rash of broken gas mains in the new Harrison Park Addition at Lawrence 
vesterday was blamed on the hurry-up building policy of a construction firm 
now under suspension by the Federal Housing Authority, it was revealed 
vesterday 

Fire hydrants on several streets in the addition also are sunk so low into 
the ground that the tap outlets are barely above the surface and in some cases 
the outlets are buried underground 

Casings for water meters in several instances are 2 to 3 feet underground 
and will have to be raised before meters can be installed. 

Crews from the Citizens’ Gas & Coke Utility have moved into the area to 
replace lines which buckled or were torn loose when the developers changed 
their street grades after all utilities were installed, it was charged 

The new addition is owned by Property Management, Inc., whose officers also 
head the Shelby Construction Co., which Wednesday was barred from obtaining 
any more FHA approvals until the investigation into the Federal agency's loan 
policy is completed 

Senator Homer E. Capehart (Republican, Indiana) had promised to conduct 
an investigation into the Lawrence housing situation after William J. MeGhee, 
ardent foe of Federal aid, declared that inferior materials were being used in 
construction of 300 homes, but yesterday McGhee said Senator Capehart an 
nounced that his committee had dropped plans to send congressional investi- 
cators to Lawrence. Instead he ordered McGhee to appear before a subcom- 
Inittee at 10 a. m., Tuesday, to tell what he knows about the waste of Federal 
funds on the Lawrence waterworks project. 

McGhee has demanded that Capehart step out of the housing investigation 
committee because the Senutor’s son, H. Earl Capehart, is counsel for one of the 
companies under investigation. 

Capehart named Senator Wallace F,. Bennett (Republican, Utah) chairman 
of the waterworks probe committee. The other two members are Senators 
John Bricker (Republican, Ohio) and Burnet R. Maybank (Democrat, South 
Carolina). 

McGhee, recently reinstated as a member of the Lawrence Planning and 
Zoning Board, yesterday pointed to the broken gas and sewer connections as 
evidence of the slipshod building methods used in the addition. 

This was confirmed by D. Joseph Hendrickson, gas utility service superin- 
tendent, who blamed the broken lines on pressure which the developers brought 
to bear on the utility to get the gas service installed. 

Hendrickson said the lines were laid away from the street, but the contractor 
changed the location of the proposed roadbed and graded over the utility lines. 

Heavy construction equipment then buckled the lines and in some cases 
hooked into the pipes, jerking them loose from their connections, he said. 

The supervisor said the entire job was done backward and now the gas com- 
pany is going to be out considerable cost to replace the broken mains 

Darwin D. Blackwood, 8140 Patton Drive, said none of the estimated 100 
residents who have moved into the addition have been able to obtain water 
meters because Lawrence Water Werks officials refuse to install them until 
meter casings are installed properly. 
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McGhee also charged that builders obtained waivers from the FHA and put 
cheaper materials in the homes without regard to the original specifications. 
He said the builders are charging veterans on the basis of the original specifica- 
tions and the buyers are “paying for something they didn’t get.” 

McGhee revealed that he was ignored by three Veterans’ Administration 
officials from the Indianapolis office after he presented his charges to them at 
his home yesterday. 

McGhee said he showed the officials evidence of the shoddy construction 
used in the addition, and asked them whether they intended to discontinue loans 
until the Senate investigation was completed. 

“This could be dynamite,” McGhee quoted Robert J. Mitchell, VA loan officer, 
as saying. 

“We will have to talk to our central office to see what action to take. We 
have not received any official notice from the FHA on the suspension,’”’ McGhee 
said Mitchell added 

Mitchell, who lives at 4935 North Pennsylvania Street, said last night he was 
forbidden to talk to reporters about any events occuring within the local VA 
Office. 

“I’m not saying anything. We are not allowed to say anything. It will 
have to come through our publicity man,” Mitchell retorted. 

His viewpoint was shared by another VA official, Paul C. Burkholder, who, 
McGhee said, also was present at the heated question-answer session. 

“I’m under strict orders not to give out anything to reporters, and that 
comes from our central office at Washington. I won’t even admit I was present 
at the meeting,’ Burkholder said. 

McGhee said he will attempt to bring all this evidence out in next week’s 
hearings if the subcommittee will allow anything other than testimony on the 
waterworks project. 


————_ 


[Wall Street Journal, July 27, 1954] 


SETTING AN EXAMPLE?—INDIANA CRUSADERS ReESIST FEDERAL HANDOUTS FOR 
Hovusine, LUNCHES, AND OTHER LocaL AIDS 


(By K. Ames Smithers) 


INDIANAPOLIS.—A minature rebellion against Federal handouts is in progress 
in this State capital. 

The revolt’s significance is debatable. Perhaps it represents the unspoken 
feelings of many people throughout the Nation, but it is not certain that it claims 
the sympathy of the majority of Indianapolites; some, indeed, are highly sus- 
picious of the rebels’ motives. All the same, it is an interesting phenomenon 
and the antiaiders have scored some successes in preventing or whittling Uncle 
Sam's proffered help. 

Some of the stiffest resistance to Government grants is in fields served by 
Albert M. Cole’s Housing and Home Finance Agency, which is under fire in 
Washington for loose spending of Federal funds. But the rebel guns have also 
been turned on Federal assistance for flood control, school lunches, and other 
education aid and local activities of the United States Department of Commerce. 

The movement dates back to the early days of World War II, according to 
William H. Book, executive vice president of the Indianapolis Chamber of Com- 
merce and one of the campaign’s moving spirits. Instead of trying to pressure 
the Government into locating Army camps and war plants here, the chamber 
decided the city would be better off if these projects were put where they’d best 
serve national defense, rather than bring ‘“‘a few dimes to Indianapolis.” 

About that time the city adopted the same attitude toward Federal slum- 
clearance aid. Mr. Book says that Indianapolis could have obtained $2.5 
million in HHFA funds for this purpose during the last 8 years. Instead of 
taking it, the city has paid its own way with taxes levied on real and personal 
property. Since 1946, it has raised $1.9 million for slum clearance and already 
spent $1.7 million of it. 

LAWRENCE VERSUS HHFA 


Now the citizens of Lawrence, a town of 2,500 just northeast of here, have 
jumped into the HHFA fray. They tried to decline a $124,800 grant which, 
together with a $56,000 loan, the HHFA was offering them to expand the town 


water system. 
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“Squandering the taxpayers’ money,” William J. McGhee calls it. A por- 
trait photographer and spokesman for the Lawrence antigrant group—which 
also includes salesmen, housewives, factory workers, and clerks—he claims In- 
dianapolis Water Co. could supply the water cheaper than the proposed new 
plant. ; 

Mr. McGhee’s group even tried to block the handout with a court injunction, 
but it was given to Lawrence anyway. Undaunted, Mr. McGhee is still waging 
war against Federal aid. His most recent effort was to testify before a congres 
sional committee in Washington earlier this month; he accused Mr. Cole's agency 
of abusing its authority in making the grant to Lawrence. 

Besides the anti-HHFA struggle, the Indiana PTA Members Study Group on 
Federal Aid to Education—an offshoot of the Parent Teachers Association—has 
been carrying on a running fight against school assistance since 1951. 

This group says it has succeeded in cutting off 32 schools here from the Federal 
school-lunch program. Mrs. James D. Peirce, Jr., wife of an Indianapolis doctor 
and chairman of the group, would also like to see Federal aid to school construc- 
tion drastically cut. 

Mr. Peirce’s outfit runs a regular bureau that provides speakers for PTA meet 
ings in the area. It has a 61-page, bluecovered manual for workers and speakers 
that includes talks A, B, and © on why I am opposed to Federal Aid for Edu- 
cation; answers to arguments for Federal aid; and a liberal assortment of anti 
aid quotes. When some well-known figure plumps for Federal aid, the group 
is quick to attack. 

Thus last fall Arthur Godfrey suggested that his TV viewers write their 
Congressmen to solicit Government help for their schools. The Hoosier ladies 
demanded that he present the other side; Mr. Godfrey acquiesced. 


ONE LESS FEDERAL OFFICE 


On other fronts, the rebels succeeded in closing the United States Department 
of Commerce district office here, for an annual saving of $50,000; the local cham 
ber of commerce people contended it was duplicating many of their services. 
And in 1951 the local chamber successfully opposed a congressional bill that 
would have provided $1.5 million for flood-control projects here. Mayor Alex M 
Clark joined the chamber on this one; “we are not threatened by floods,” he 
remarks. 

In the same year the Indiana Legislature, at the risk of forefeiting $20 million 
a year in welfare grants, refused to bow to Federal law prohibiting the publiciz 
ing of the names of people receiving relief. Federal legislation permitting dis 
closure was rushed through, and Indiana didn’t lose its grants, but Hoosiers 
claim the result has been to clean out many cases not entitled to relief, thus 
reducing the flow of Federal funds to the State. 

What’s behind the antiaid fight? ‘“We want to see smaller Federal budgets and 
lower taxes,” says Mr. Book of the chamber of commerce. “A large part of the 
high cost of Federal Government results from various aid programs. So we 
think one of the first steps a community can take is to oppose handouts, includ 
ing those to their own locality.” 

Others, however, contend that such altruism is only part of the explanation. 
“The Republicans here have been following the no-aid line for the last 2 or 3 
elections,” says Dallas Sills, president of the Indiana State CIO council. “They 
always turn it down when the working guy is affected but accept it when it’s to 
the benefit of business.” 

For example, Mr. Sills thinks real estate interests find it to their advantage to 
oppose Federal help on slum clearance. If housing projects are financed with 
Federal funds, the Government specifies maximum rents—and, according to Mr, 
Sills, they are usually lower than prevailing rates and tend to lower rates in ad- 
joining areas, 

A TAX QUESTION? 


Similarly, proponents of Federal aid to schools attribute the rebels’ opposition 
to a desire to lighten their tax burdens. If each township had to raise school 
funds within its own boundaries, the tax load on wealthy communities would be 
less, these cynics argue. A spokesman for the PTA group explains it differently : 
“We see no point in sending our tax dollars to Washington to be returned to us 
with strings attached and dictation of how our schools will be run.” 


§5245—_54——_2 
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Whatever the merits of the argument, there is no doubt that the antiaiders are 
actively practicing an economy-begins-at-home philosophy—and shows no signs of 
surrender. 


{Marion County (Ind.) Mail, July 8, 1954 
McGuee’s PERSISTENCE 


William G. McGhee, a resident of Lawrence, has applied much of his time and 
talent for several months to trying to find out the truth about a Federal grant 
of money to his town for the purpose of improving its water supply. 

McGhee has been proceeding as a citizen, often alone, and at times serving with 
distinction and success as his own attorney. He is by calling a photographer. 
His service as a public official was limited to a time as a member of the town 
planning board 

The general theme of McGhee’s crusade seems to be a deeply rooted conviction 
that people can provide their own water supply without appealing to Washington 
for help. He seems to believe that the money which Lawrence is said to have 
obtained for this purpose is a concession to the trend toward centralization of 
power in Washington and a forfeiting of citizen independence in shaping policies 
of Government. 

But the important element in the whole experience is the record of a lone 
citizen in managing by devices peculiar to the American form of Government to 
get his case before Federal, State, county, and local authorities with such effect 
as to command widespread and respectful public attention. 

It can be argued, and with some effect, that McGhee is not an average citizen, 
True, he is endowed with conviction that one right man and God can be a 
majority But the openings that he has found to press his case are available to 
all citizens, and the fact that McGhee has proved that the openings exist is 
heartening to all men. 


Senator Bennerr. I assume they are offered for what they are, 
editorial comment and news story. 

Mr. McGuerr. That is right. 

Senator Bennerr. You do not say they contain any specific evi- 
dence not contained in the material that you are submitting other- 
wise 

Mr. McGuer. No, sir; just someone else’s opinions on the matter 
and I think at this time—— 

Senator Bennerr. As I told you before the session opened, Mr. 
MeGhee, I would like at this point to turn to other witnesses, You 
have made certain charges in your statement and fortunately there 
are people here who can discuss them from the other point of view, 
and then when we are through we will be very happy to recall you 
and question you further. 

I would lke to eall now Mr. Pere F. Seward, who is Assistant 
Commissioner of HHFA, for community facilities. Mr. Seward, 
will you be sworn ¢ 

Do you solemnly swear that the testimony you are about to give 
in this investigation is the truth, the whole truth, and nothing but 
the truth, so help you, God ¢ 


TESTIMONY OF PERE F. SEWARD, ASSISTANT COMMISSIONER FOR 
COMMUNITY FACILITIES, HOUSING AND HOME FINANCE 
AGENCY 


Mr. Sewarp. I do. 

Senator Bennerr. Mr. Seward, is it the policy of HHFA to force 
loans for the expansion or improvement of community facili Hes on 
reluctant communities ? 

Mr. Sewarp. Definitely no, Senator. 
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Senator Bennerr. Do you actually have enough money available 
for these loans to meet all the demand—requests—that are made 
of you? 

Mr. Sewarp. No, sir; not at any time. 

Senator Bennerr. Your problem is a problem of selection ? 

Mr. Sewarp. Our problem is a prob on of selection of the areas 
which apparently nee - the help worst. 

Senator Bennerr. Do you know the manner in which this par- 
ticular loan and grant program involving Lawrence, Ind., began ? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Can you tell us? 

Mr. Sewarp. The problem began when the city or town of Law- 
rence filed an application with the Housing and Home Finance 
Agency for aid under Public Law 139 

Senator Bennerr. Do you have the date? 

Mr. Sewarp. That application was filed March 17, 1952. 

Senator Bennerr. When was the grant made? 

Mr. Sewarpv. The application was approved on August 28, 1952 

Senator Benner. That is approximately 544 months? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. In that time did you have a chance to investi- 
gate the needs of the community, the engineering feasibility of the 
program ¢ 

Mr. Sewarp. We did, sir. 

Senator Bennerr. Mr. Seward, are you an engineer ? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Mr. Seward, what is the policy of HHFA with 
respect to the agency in a local municipal government with which 
it deals ? 

Mr. Sewarp. It deals with the governing body of the loeal political 
subdivision, sIr. 

Senator Bennett. Either a city council, or city commission ? 

Mr. Sewarp. Council, city commission, board of county commis- 
sioners, or Whatever it is. 

Senator Bennetr. Do you know of any case in which you have 
dealt directly with such an entity as a water board ? 

Mr. Sewarp. No, sir. 

Senator Bennetrr. Who determined the amount of the loan and 
grant that was to be given to the city of Lawrence? How was that 
determined ? 

Mr. Sewarp. In any such operation, Senator, the first thing that 
has to be determined is the approxim: ite cost. of the work, or the job 
to be done. That was done in the case of Lawrence. When Lawrence 
filed the request for the water project, it asked for a grant of $304,000; 
that is, an out-and-out grant. 

When the Housing Agency got into the problem and began and 
completed an analysis of the financial ability of the town of Law- 
rence, that was the basis on which the final approval was given, sir 
and it was not on the basis of grant of $304,000, but on the basis of ¢ 
grant of $124,800; a loan of $56,000, with the town of Lawrence ‘cel f 
providing $166,900. 

Senator Bennerr. What is the total of those 3 figures? 

Mr. Sewarp. The total of those 3 figures, sir, is $347.700. 


‘ 
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Senator Bennerr. Can you tell me why the grant was raised from 
$124,000 to $177,000? 

Mr. Sewarp. In the operations there we drilled a well. It was a 
dry hole. We did not get a supply of water from it. That, despite 
the fact that we were confident that an adequate supply of water 
could be obtained immediately in Lawrence, the possibility at that 
time arose of the necessity of going to what is known as the Fall Creek 
area, which is an area north and east of Law rence, for our supply. 

When the project was revised last February, we included in the 
project an additional $50,000 that was anticipated might be neeeded 
in the event it became necessary to go to Fall Creek. 

In the meantime, we have obtained a satisfactory supply within 
Lawrence and we will not have—— 

Senator Bennerr. How did you obtain that supply ? 

Mr. Sewarp. By the additional well. 

Senator Bennerr. One more well ? 

Mr. Sewarp. One more well, and the other well will be drilled 
within the next 2 weeks. 

Senator Bennerr. Will the town of Lawrence get that additional 
$50,000 to put in the town treasury ¢ 

Mr. Sewarp. No, sir. That will come back to the treasury. 

Senator Bennetrr. What will be the total grants? 

Mr. Sewarp. Of course, it is difficult at the moment to say, because 
the job isn’t completed yet, but the total grant will be approximately 
$125,000. 

Senator Bennerr. Approximately the amount originally intended 

Mr. Sewarp. That is right, sir. 

Senator Bennerr. Mr. McGhee says in his statement that the loan 
was raised from $56,000 to $87,000. 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Can you tell us why that was done? 

Mr. Sewarp. There was an increase in the loan due to overruns in 
some of the quantities and in the cost of the job, sir. 

Senator Bennerr. That will be repaid to the Federal Government ? 

Mr. Sewarp. That is right, sir. 

Senator Bennett. Is there any substantial difference between an 
HHFA loan and a revenue bond they might have sold to private 
purchasers ¢ 

Mr. Sewarp. No, sir. There will be revenue bonds which we will 
take. HHFA will take the revenue bonds. 

Senator Bennert. So, in effect, that part of the program coincides 
with the suggestion of Mr. McGhee, that revenue bonds could be made ? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. How did the city of Lawrence expect to raise the 
sum that it was expected to put into this ? 

Mr. Sewarp. The city of Lawrence was expected, and did raise the 
funds for its portion of the work from these sources. There was a 
$150 tap charge levied against the builders for each lot, and that $150 
is the basis of the funds which the city is putting into this project. 

Senator Bennerr. On page 3 of his statement, Mr. McGhee listed 
three ways by which money could be raised without Federal aid. The 
town issued revenue bonds. We have disposed of that one. The 
second one is mains extended at the builders expense. 
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When you say that you have a tap charge of $150, does that simply 
cover the cost that the builder is put to to run a line out from the house 
to the point of contact ? 

Mr. Sewarp. No, sir. That is in excess of the service connection, 
sir. 

Senator Bennett. So that money goes into the general treasury 
fund and is in fact used for extending the mains / 

Mr. Sewarp. That is right, sir. 

Senator Bennett. So the builders have contributed to the expense 
of this project ? 

Mr. Sewarp. Definitely, yes. 

Senator Bennerr. At the rate of $150 for each tap or connection ¢ 

Mr. Sewarp. Each house. 

Senator Bennerr. That is approximately, as I figured it, 40 percent 
of the total cost—of the total money—to be spent on this project ? 

Mr. Sewarp. Roughly so, yes, sir. I haven't figured it out on a 
percentage basis. 

Senator Bennett. The total was $340. What was the contribution 
raised in this manner ? 

Mr. McGuer. The contribution ? 

Mr. Sewarp. The contribution that was to be raised in this manner 
was $166,900. 

Senator Bennerr. So it is more than 40 percent. It approaches 50 
percent. 

Mr. Sewarp. Yes, sir. 

Senator BENNETT. Why did the HHFA feel that a grant of as much 
as $125,000 was necessary ¢ 

Mr. Sewarp. In the beginning, as I told you, Senator, the town of 
Lawrence applied for a grant in the full amount, $304,000. In our 
analysis of the financial situation and the financial capacity of the 
town of Lawrence, we determined that the town of Lawrence could 
do these other things rather than have a 100-percent grant on the 
cost of the project. The applicant’s funds and the loan as set up in 
the agreement with the town of of Lawrence was the maximum that 
we thought the city of Lawrence could provide, and the grant, instead 
of being $304,000 as originally requested, was cut back to $124,800. 

Senator Bennerr. It was actually cut back some 60 percent. 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Do you have any more questions? 

Mr. Dinxuys. Just a few, sir. 

Mr. Seward, was the legality of these HHFA loans and grants 
passed upon by your legal department ? 

Mr. Sewarp. Yes, sir; by our regional counsel in Chicago, by our 
associate general counsel in Washington, and by the general counsel, 
himself of the agency. That is customary in all of our operations. 

Mr. Dinkins. Mr. Seward, did you have an opportunity to see and 
study the plans that were offered by the Indianapolis Water Co. to 
furnish to the city of Lawrence? 

Mr. Sewarp. Yes. We were aware of the negotiations between the 
Indianapolis Water Co. and the city of Lawrence. 

Mr. Dinxins. You had an op pooner to examine both of their 
plans? I believe they were called A and B. 

Mr. Sewarp. Yes, I have. 
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Mr. Dinxrns. In your opinion as an engineer, do you feel that the 
acceptance of these loans and grants by HHEA was for the better 
interest of the town of Lawrence than it would have been for them to 
have made a private contract with the Indianapolis Water Co. ¢ 

Mr. Sewarp. That is an extremely difficult question for me to 
answer. We, as an executive agency of the Federal Government, are 
charged with the responsibility of administering the law enacted by 
the Congress. 

The city of Lawrence is a duly incorporated public body, munici 
pality, under the laws of the State of Indiana. The town of Law- 
rence prior to this increase in population, et cetera, owned and oper- 
ated its own water ee. The town of Lawrence consistently told 
us that they had no desire to do an ything other than to continue to 
maintain and operate Medes own water system. 

Had we taken the position i Saas A that the town of Lawrence 
must go to the Indianapolis Water Co., and turn over, as it were, their 
municipal water operations to a Indianapolis Water Co., I think 
that would have been going far afield for a Federal agency. 

The decision as to whether the town of Lawrence operated, main- 
tained, its own water system, or whether it simply turned their water 
problem over to a private corporation, being the Indianapolis Water 
Co., that was a decision of the town of Lawrence. sir, and one in which 
we took no part. 

Mr. Dinkrns. One more question 

Senator Maypank. Let me ask a question here: You are familiar 
with the agreement that the city of Lawrence discussed with the 
Indianapolis concern ¢ 

Mr. Sewarp. The city of Lawrence had various meetings with the 
Indianapolis Water Co. The Indianapolis Water Co. according to 
our information, would not under any condition wholesale water to 
the town of Lawrence. They would not simply provide a master meter 
and wholesale water into the distribution system of the town of Law 
rence. The Indianapolis Water Co. wanted to maintain their own 
system, et cetera, there. 

In a neeteng with the town of Lawrence, with the Indianapolis 
Water Co. on January 11, 1954, in answer to a direct question, Mr. 
Morse, of the Indi: napolis Water Co., it was stated that the Indianap- 
olis Water Co. would not sell water to the town of Lawrence with 
master meters at the corporate limits as he did not consider it prac- 

‘al inan expanding area. That, of course, meant that the Indianap- 
olis Water Co. would take over the lines, the meters, et cetera, and 
would deal with the residents of Lawrence as individual consumers. 

Senator Bennett. Do you have a question ? 

Mr. Dinkins. Just one more question, Senator. 

Mr. Seward, I understand Lawrence was declared to be an emer- 
gency area. 

Mr. Sewarp. That is right. 

Mr. Drxxtns. Do you remember when that first declaration was 
made ? 

Mr. Sewarp. Some time in the fall of 1951; I think October 1951, 
probably. 

Mr. Dinkins. I understand and I hope I am not misquoting, that 
Mr. McGhee takes the position that the emergency decree has since 
expired. Do you have any information on that ? 
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Mr. Sewarp. That is not correct, sir. Public Law 139, which set up 
this program, expired on June 30, 1953. On that day, the Congress, 
by joint resolution, continued the authorities contained in the act to 
June 30,1954. Late in June 1954—again I think by joint resolution— 
the authorities were continued to July 31, 1954, and in the Housing 
Act, which was just completed and signed as a law, Public Law 560, 
last week, it is continued now to June 30, 1955, so there has been no 
expiration whatever of the authority, sir. 

Senator Bennerr. But, Mr. Seward, even if that act had been al- 
lowed to expire at any point in the last year, would that have required 
vou to stop all work under this program ¢ 

Mr. Sewarp. No, sir. At the expiration of the act, the Administr- 
tor would have no authority whatever to make new agreements, or 
approve new projects, but projects that were under contract and under 
construction, and in fact under agreement with the local public body 
would have to be carried forward, sir. 

Senator Bennerr. Where is Mr. McGhee ? 


TESTIMONY OF WILLIAM J. McGHEE, LAWRENCE, IND.—Resumed 


Mr. McGuer. Right here, sir. 

Senator Bennetrr. You have been sworn and I want to ask Mr. 
Seward a question or two about another matter before he leaves the 
stand. Would you come back over into this chair? I would like to 
ask you both. 

The Indianapolis Star of yesterday, Monday, August 9, contains an 
article under this headline: 


Sewer “Gurr” Is SuRPRISE TO MADISON 


A Federal bureau has earmarked $200,000 for sewer improvement at Madison 
without determining whether the downstate city needs, or wants, such aid, it 
was disclosed yesterday. 

This revelation promised added fireworks as the Federal Housing and Home 
Finance Agency faced a grilling tomorrow before a United States Senate sub 
committee. 

The FHHFA’s “generosity” with taxpayers’ money was brought to light by 
William J. McGhee, a member of the Lawrence (Marion County) Planning 
Zoning Board, who prompted tomorrow’s hearing in Washington. 

Grants and loans amounting to $200,000 by the FHHFA to Lawrence’s water 
works, which McGhee is opposing, were the original subject of the hearing 

But McGhee said last night he also intends to make the Madison matter anothet 
cause in the battle against Federal giveaway programs. 

The Lawrence official said Madison Mayor Charles Vaughn told him that the 
Jefferson County seat has not requested any Federal aid and doesn’t want “any 
part of the proposal.” 

Vaughn could not be reached for comment yesterday, but City Attorney Eugene 
Cooper verified that Madison officials never were asked about the city’s sewer 
needs. 

“We think it is better to do it ourselves and we don’t want any part of the 
governmental redtape. We would use some money here, but we'll get by without 
Federal aid,” Cooper said. 


Mr. McGhee, would you tell us how you know that the Housing and 
Home Finance Agency has earmarked $200,000 to be allocated to 
Madison ? 

Mr. McGuer. Yes, sir. 

When I was here in April, Senator, talking with members of the 
Banking and Currency staff, I received from Mr. Ray Donaldson, 
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I believe a copy of the hearings on the Committee on Banking and 
Currency on the housing bill at that time. 

On page 240 it says: 

Madison, Ind., sewers, $200,000, eligible for consideration under Public Law 
139— 

Senator Maysank. Eligible for consideration under a — law. 
The things that were printed in that report are entirely different from 
saying that Madison was to get the money. 

Mr. McGuee. I never said they got it. 

Senator Maysanx. That is what the paper says you said. 

Mr. McGuer. I am not responsible for what the paper says. I am 
only responsible for what I say, Senator. 

Senator Maypankx. I just wanted to call that to the attention of the 
reporters here, because when we make these things up we have al- 
ways—— 

Senator Bennert. It says: 


Mr. McGhee said last night he also intends to make the Madison matter another 
cause 

Mr. McGuer. Yes. I have a statement which outlines that com- 
pletely, which I would like to make a part of the record. 

(The statement referred to follows:) 


Into the evidence given in March 1954 before the Senate Banking and Cur- 
rency Committee on page 49 of the hearings, the President’s Advisory Committee 
on Housing recommended that Public Law 139 be allowed to expire because they 
were not impressed with the need for continuing this legislation; and, further, 
during the first week in July, on my contacting personnel in the Bureau of the 
Budget, I found that their recommendations to the Congress on this particular 
law was negative in most aspects. 

I would like to refer you now to pages 237-241 of the aforementioned hearings 
on the Housing Act of March, this year, and relate the following incident. 

When I was in Washington the last week in April of this year, I picked up 
a copy of these hearings, and, on close reading, I found that Mr. John Hazeltine, 
Commissioner for Community Facilities under Albert M. Cole, and through 
the chair of the committee, introduced into the record a list of projects eligible 
for consideration under Public Law 139. On reading through the list, I find 
that Madison, Ind., was eligible for an amount up to $200,000 for sewers due to 
a heavy severeness of impact, the need generated by housing for employees of 
the powerplant, Atomic Energy Commission, also Jefferson Proving Grounds 





personnel. 

Since there had been po mention in local press of any of this, I felt that this 
was indeed an unusual situation. So I called the city of Madison’s consulting 
engineer, Mr. J. B. Wilson, of Indianapolis, Ind., who I believe to be a very 
strong citizen of Indiana, strong in the belief that if a man is able to he should 
stand on his own feet, and this applies to political subdivisions also. I informed 
him of this data as set out in the record of the hearings. He then transmitted 
this information to the town officials with no recommendations, as he is a con- 
sulting engineer and feels that he should only give advice on engineering prob- 
lems and that political matters are up to the appropriate public officials of a 
political subdivision. 

Last Saturday, August 7, I called Mayor Charles Vaughn, of Madison, and 
asked him what the town had decided on this. He said, and I quote, “Our city 
attorney felt that we should stay away from it,” referring to grants or loans 
under Public Law 139. I asked him whether he knew before the information 
was given to him by the engineer that Madison was eligible for any part of this 
$200,000. He said, quote, “No; I didn’t know.” He had no knowledge of any 
investigation on the part of anyone to determine to what degree, if any, the city 
of Madison was eligible, yet, into the record of the hearings on this bill, here 
is a project available for consideration in the amount of $200,000. Since Public 
Law 139 carries the clause in the certification portion of the application to said 
agency of, quote, “This project cannot otherwise be provided when needed,” I 
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raise the question, Who are the great planners and thinkers in this agency who 
sit high in the ivory towers and determine what projects will be considered, and 
for what amounts of aid, without any investigation as to the need, or whether 
or not they are actually eligible under the specific limitations and applications 
of the law, and then submit this data they have dreamed up to this honorable 
committee to then base their findings upon, and enact these appropriations and 
laws that are full of loopholes and other features negative to the best interests 
of the people of the United States? 

I continued further with the conversation between myself and Mayor Vaughn, 
and Mr. Vaughn told me that Mr. Eugene Cooper, city attorney, of the law firm 
of Cooper, Cooper, and Cooper, of Madison, Ind., advised against applying for 
any of these funds. Mr. Vaughn concurred with my statement that the Hoosier 
spirit of independence and refusal of unnecessary Federal aid was the way to 
return the powers of government to the hands of the people at the local levels, 
which, for the past many years, have been steadily encroached upon and usurped 
by the Federal Government and its agencies. Mr. Vaughn said, and I quote, 
“We have a pretty good credit rating down here, and we are not afraid of selling 
the bonds,” referring to the fact that this city could finance and pay its own way. 

This statement further shows the falsity of a portion of this chart entered 
into evidence, of which there is a total of $17% million on this one phase of 
the housing law now on the books; and I wonder how many more of these 
projects are so similarly situated that the local political subdivision could 
finance their own project without any Federal aid and interference. This fur- 
ther points up the lack of administrative discretion on the part of the Admin- 
istrator and his agents, in which, had any money been granted to the city of 
Madison, Ind., and in which I contend the grants to the town of Lawrence, Ind., 
are a gross abuse of discretion and expendiure of funds other than as specifi 
cally authorized by law, which, if my contentions are found to be factual, could 
only be construed as misfeasance and nonfeasance on the part of the Admin- 
istrator. 

The only appeal a citizen has in matters such as these are to this committee 
and the civil courts. Mr. Cole and Mr. Hazeltine have both contended that these 
grants and loans to Lawrence, Ind., are right and proper. However, on closer 
questioning in the last week of April of this year, Mr. Cole summed it up as it 
came down to points of law only, and that question then reverts to whether the 
project is legal or legitimate. At every time I tried to bring up the point whether 
it was right or ethical, Mr. Cole and Mr. Hazeltine always referred to the point 
that their attorneys’ opinion was that it was legal and that the difference of 
opinion between my attorneys and Mr. Cole’s attorneys was merely a legal one 
and that no other one mattered. 

This raises the question of moral decadence of America, which sociologists, 
teachers, law-enforcement officials, and clergy of all faiths are deeply concerned 
about. When an administrator is in a position to exercise administrative dis- 
cretion, he must do it on a highly ethical plane and attempt to read into his 
actions the spirit and intent of the law rather than be guided by the letter and 
loopholes of said laws. If an administrator does not have this, he has lost the 
ideals, purposes, and values of his office to the technicalities of law, which are 
cold and unresponsive to high ethical values. 

Referring back to the Madison situation, Mr. J. B. Wilson, consulting engi 
neer, said when I informed him of Madison’s reluctance to enter into this grants 
and Federal aid he was “always glad to see a community stand on its own feet. 
Too many of them have a tendency to say ‘Let’s wait on WPA’ or something like 
that. We're always glad to see citizens and towns tackle their own problems 
and solve them.” 

Senator Bennerr. We will be glad to put it in the record, but I 
would like your direct testimony. Do you know of your own knowl- 
edge that there has been $200,000 earmarked for allocation to Madison 
to build the sewer ? 

Mr. McGuer. No. I have of my own ie lge that the project 
is eligible for consideration, and that Mayor Vaughn, as far as he 
knows, no one contacted anybody in his government regarding whether 
it was needed 





Senator Bennetr. Mr. McGhee, eligibility is not based on the re- 
quest from the local communities. It 1s based on a set of criteria that 
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exists in the Agency, and every community in the United States that 
is eligible—I will s say that another w ay—it certainly does not mean 
that every community in the United States that is e sligib le is going to 
receive the amount that is listed in that schedule. 

Mr. McGuer. Might I point out, sir, that one of the basic things in 
Public Law 139 and in the form of application of the Housing and 
Home Finance Agency is the statement, the project cannot otherwise 
be provided when needed. 

In other words, no Federal aid shall be spent—and this is right in 
the law that you gentlemen passed, which is real good—— 

Senator Maypank. Mr. Chairman, with your permission, to keep 
the record straight, because I hap pened to have handled this since 
its beginning and in the Appropriations Committee I tried to help out. 
We finally got $16 million. 

Mr. Sewarp. Are you talking about appropriations ? 

Senator Maypank. Yes. 

Mr. Sewarp. The appropriations made today to the HHFA for 
community facilities under Public Law 139 amount to $20,650,000. 

Senator MAyspank. That is with what you had carried over ? 

Mr. Sewarp. That is right. 

Senator Maysank. Mr. Chairman, for the record, with vour per- 
mission, | wish Mr. Seward would say how many projects they have 
approved. 

Mr. Sewarp. We have approved just a little over a hundred—101 
as I remember. 

Senator MayBank. How much do they total ? 

Mr. Sewarp. About $19,800,000. , 

Senator Maypank. Is Madison in there? 

Mr. Sewarp. No, sir. 

Senator Maysank. All the money is gone except $200,000/ You 
say $18,800,000 has been approved? 

Mr. Sewarp. No. sir. about $20,600,000. We have about $800,000. 

Senator MAYBANK. = idison is not in there ? 

Mr. Sewarp. No, si 

Senator MAYBANK. ao many requests have you received for that 
S800,000 4 Can vou guess / 

Mr. Sewarp. I would say $40 to $50 million. 

Senator Maynank. Thank you. 

Senator Bennerr. I think the point is clear, Mr. McGhee, that the 
fact that the name of Madison appears on a list of cities which, be- 
cause of local conditions, makes it eligible for this service, does not 
provide an automatic earmarking of funds for the purpose. 

Mr. McGuer. I concur on that, Senator, but there is one point 
that perhaps I didn’t make plain because this is the first. time I have 
ever testified in a public committee. I am not a professional lobbyist 
or anything. 

The point is here, the figure that they are eligible for consideration 
at $200,000, when nobody went down there to see what the size of the 
project was going to be. 

Senator Bennett. May I see that ? 

Mr. McGueer. Yes, sir. 

Senator Maypank. That is just as you suggested, Mr. Chairman, a 
criterion of the whole United States. 

Senator Bennetr. That is right. 
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Will you resume your seat? I would like now to question Mr. 
Seward about this. 

Mr. Seward, do you know how that figure of $200,000 got on that 
list 2 


TESTIMONY OF PERE F. SEWARD, ASSISTANT COMMISSIONER FOR 
COMMUNITY FACILITIES—Resumed 


Mr. Sewarp. Yes, sir. 

Senator Bennerr. Can you tell us? 

Mr. Sewarp. In our dealings with the Senate Banking and Cur- 
rency Committee, as with any other committee, we have to try to keep 
abreast of what the problems ahead of us are. At one time we made 
a tentative listing of potential things that might come up before us. 
On account of the atomic energy powerplant, which is being built 
down near Madison, just across the river, there was a potential. We 
didn’t know what was going to happen there, sir. We didn’t know the 
extent of the thing. Our agency went to Madison and made a rather 
cursory housing survey, as to what might be needed there, and the 
conclusions reached that there probably would be nothing needed, but 
there was a possibility that they might need some sewer water, and 
that was just tentatively put in in an approxim: ite figure of $200,000. 
Madison is not eligible, sir. Jefferson County, the county in which 
Madison is located, has never been declared a critical housing area 
under the law which requires that before any consideration can be 
given to it. There has never been an application filed by the city of 
Madison with us, for a dime, and Senator, this thing is just non- 
existent. That is all. 

Senator Bennerr. I would like to ask you: You can explain to me 
why the name of Madison is on the hearing, and now you say it is not 
eligible, and yet the page in the hearing lists the areas eligible. 

Mr. Sewarp. Those were projects that were listed for the informa- 
tion of the committee as to a potential figure that might develop some- 
vhere in connection with the meeting of these problems, sir. We sub- 
mitted to the committee a list of projects at the same time in the amount 
of $17,581,500 that we thought would certainly probably have to have 
some help, but Madison was not included in that list. 

Senator Bennerr. As I understand it, you have testified that Jeffer- 
-on County, in which Madison is located, is not eligible ¢ 

Mr. Sewarp. That is right. 

Senator Bennerr. I will put it in the record at this pomt the whole 
story which appeared in the Star. 

(The article referred to follows :) 


{Indianapolis Star, August 9, 1954] 
SEWER “GIFT” Is SURPRISE TO MADISON 


A Federal bureau has earmarked $200,000 for sewer improvements at Madison 
without determining whether the downstate city needs, or wants, such aid, it 
was disclosed yesterday. 

This revelation promised added fireworks as the Federal Housing and Home 
Finance Agency faced a grilling tomorrow before a United States Senate 
subcommittee. 

The FHHFA’s generosity with taxpayers’ money was brought to light by 
William J. McGhee, a member of the Lawrence (Marion County) planning- 
zoning board, who prompted tomorrow's hearing in Washington. 
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Grants and loans amounting to $200,000 by the FHHFA to Lawrence’s water- 
works, which McGhee is opposing, were the original subject of the hearing. 

But McGhee said last night he also intends to make the Madison matter 
another cause in the battle against Federal giveaway programs. 

The Lawrence official said Madison Mayor Charles Vaughn told him that the 
Jefferson County seat has not requested any Federal aid and doesn’t want any 
part of the proposal. 

Vaughn could not be reached for comment yesterday, but City Attorney Eugene 
Cooper verified that Madison officials never were asked about the city’s sewer 
needs 

“We think it is better to do it ourselves and we don’t want any part of the 
governmental redtape. We could use some money here, but we'll get by without 
Federal aid,’ Cooper said. 

McGhee said he called Madison officials after noting an eligibility list included 
in the newly extended community facilities provisions under the critical defense 
housing bill which passed last Monday. 

Madison is qualified because of the heavy impact of housing for employees of 

powerplant which will provide electricity for the Atomic Energy Commission 
and of the Jefferson Proving Grounds, the eligibility report said. 

During the hearings last March before Senator Homer BE. Capehart’s Banking 
and Currency Committee, a Presidential advisory committee recommended that 
these provisions be allowed to die as of June 30. 

“This committee is not impressed with the need of continuing this legislation. 
It should be allowed to expire June 30, 1954,” the advisory group reported. 

But the bill passed and FHHFA recommended that Madison and numerous 
other communities be given the aid. 

Madison officials said their engineer first called attention to the windfall. 
There had been no consultations with Federal investigators on the city’s sewer 
program nor had the city made any request for help, McGhee said the mayor told 
him. 

Moreover, Madison has just completed a $300,000 expansion program at the 
sewage-treatment plant financed by revenue bonds and now is planning expand- 
ing sewer service into recently annexed territory next year. 

Cooper said this expansion also will be financed by revenue bonds and not 
through Federal aid. 

“We've got a pretty good credit rating down here and we're not scared of not 
being able to sell our own bonds,” McGhee quoted Vaughn as saying. 

McGhee left Indianapolis for Washington by plane last night. 


Senator Bennerr. In that story the statement was made by Mr. 
McGhee quoting Mr. Charles Vaughn, mayor of Madison, that the 
Jefferson County seat has not requested any Federal aid and doesn’t 
want any part of the proposal. Mr. McGhee, is that a fair statement ? 

Mr. McGueer. Yes, sir. 

Senator Bennerr. He also quotes Mr. Eugene Cooper, city attor- 
ney, and this is listed in the paper as a direct quote: 

We've got a pretty good credit rating down here and we're not scared of not 
being able to sell our own bonds. 

I am sorry, that is the quote of Vaughn, rather than Cooper. 

Mr. McGuer. Yes, sir. 

Senator Bennerr. Mr. McGhee, apparently you have made a con- 
vert because I hold in my hand a telegram, from Charles Vaughn, 


Mayor of Madison, Ind. : 


Contrary to article in Indianapolis Star, Madison is definitely interested in 
attaining Federal aid for sewer construction. Need has been created by gov- 
ernmental and quasi-governmental projects here. Please forward necessary 
application forms. 

Mr. McGure. Well, Senator, if I might add a comment there, it is 
within the discretion of a political subdivision of the State of In- 
diana, just as in the mind of a woman. 





COMMUNITY FACILITIES—LAWRENCE, IND. 25 

Senator Bennerr. I am just making the gratuitous and unneces- 
sary observation that perhaps without your article in the Star, this 
matter would not have come up in Madison and we would not be 
under the sad necessity of telling the mayor of Madison now, or Mr. 
Seward would not be, that his area is not eligible and therefore his 
application cannot be considered 

Mr. Sewarp. That is the only possible answer I can give it, 

Senator Bennett. Do you have any more questions of Mr. Siweid : 

Mr. Dinkins. No, sir. 

Senator Bennerr. Mr. Seward, thank you very much. We appre- 
ciate your testimony and we will move on. 

Is Mr. Brown here ? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Off the record. 

( Off the record. ) 

Senator Bennerr. Mr. Brown is identified as the director of the 
HHFA regional office in Chicago. 

Mr. Brown. Assistant. 

Senator Bennerr. We would like to put on the stand Mr. Charles 
Dawson, who is the director of FHA in Indianapolis. 

Mr. Dawson, do you swear that the testimony you are about to 
give in this investigation is the truth, the whole truth, and nothing 
but the truth, so help you God ? 


TESTIMONY OF CHARLES F. DAWSON, STATE DIRECTOR, 
FEDERAL HOUSING ADMINISTRATION, INDIANA 


Mr. Dawson. I do. 

Senator Bennerr. Will you identify yourself for the reporter / 

Mr. Dawson. My name is Charles F. Dawson. My residence is 2028 
East 62d Street, Indianapolis, Ind. I am the State director of FHA 
in Indiana. 

Senator Bennerr. Mr. Dawson, on page 4 of Mr. McGhee’s state- 
ment, he charges that the FH A—and I assume as State director you 
must carry the responsibility for these charges—-has permitted the 
builders to alter and lower the cost of construction on their project. 
I am reading: 

The actual value of the houses sold is considerably lower because the FHA 
permitted corner cutting. 

Do you have any comment on that charge? 

Mr. Dawson. Mr. Chairman, I filed two copies of a report by my 
chief architect who has responsibility—— 

Senator Bennetr. Mr. Dawson, may I interrupt? The list of wit- 
nesses, in view of the developments here, doesn’t quite fit a pattern. 
May I ask you to leave the chair for a minute and may I swear in Mr. 
Norris ¢ 

Mr. Dawson. Yes, sir. 

Senator Bennett. Can we dispose of this water question before we 
get into the question of the houses? Mr. Norris, do you solemnly 
swear that the testimony you are about to give in this investigation is 
the truth, the whole truth, and nothing but the truth, so help you 


God? 
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STATEMENT OF ALFRED 0. NORRIS, EXECUTIVE VICE PRESIDENT, 
INDIANAPOLIS WATER CO. 


Mr. Norris. I do. 

My name is Alfred O. Norris. I am executive vice president of the 
Indianapolis Water Co. My residence is 8190 North Pennsylvania 
treet, Indianapolis. 

Senator Bennett. Mr. Norris, Mr. McGhee, on page 2 of his state- 
ment, this morning says: 

Second and obviously my major objection is that the Indianapolis Water Co. 
will supply water to the town at less cost to the builders and no cost to the town. 

Let’s start on the second part of his statement first. Were you pre- 
pared to supply water to the town of Lawrence at no cost ¢ 

Mr. Norris. The proposition B, so far as the town of Lawrence 
was concerned, and that proposition B was the basis of a contract, and 
it was not an offered contract; it was simply the basis for one. 

Senator Bennetrr. Preliminary negotiation ¢ 

Mr. Norris. Preliminary, correct—provided that the town of Law- 
renee would purchase and install an altitude valve which would con- 
trol the overflowing of the tank, which was a part of their distribution 
system, and if they insisted on keeping their system in operation, that 
we would, under the State board of health requirements, require them 
to purchase and install what we determine in the waterworks field, 
cross-connection protection. 

That was the capital expenditures they would have to make. 

Senator Bennett. If this proposition B had been approved, would 
you have taken over all of the water facilities in the town of Lawrence ? 

Mr. Norris. No, sir. 

Senator BENNeTr. What would you have done? 

Mr. Norris. We proposed in proposition B to meter at four points 
the original Lawrence water distribution system; what we contem- 
plated owning and operating was the new lines and new distribution 
system for the new developments surrounding the old section of Law- 
rence. Under that division the town of Lawrence could continue to 
operate by purchasing water from us through these four meter points, 
distributing it through their old system and collecting from the resi- 
dence and consumers attached to those mains in the old section of 
town. 

Senator Bennett. The effect of that program, however, would have 
been completely to circumscribe the existing system in the town of 
Lawrence. 

Mr. Norris. Generally speaking; yes. There was one place where 
it was difficult, and we assigned some territory to the town of Law- 
rence, in which it could exp: and but, generally speaking, it would con- 
tine the operation of the waterworks system of the town of Lawrence. 

Senator Bennerr. Is the other part of Mr. McGhee’s statement 
correct, that the builders could have made this connection—made con- 
nections to your system, at less cost than to the present system ? 

Mr. Norris. As I remember the figure Mr. Seward gave was $166,- 
900, which was presumably a part or a fund that the builders would 
collect through this tap fee or any other means, and our figure—I 





don’t recall it, but I believe we have the figure here. I believe it was 
somewhat less. Our figure—we had the figure that was mentioned 
this morning of $166,900, at $166,650. 
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Senator Bennerr. That difference isn’t particularly important. 

Mr. Norris. No; it isn’t. Under our proposition B that figure came 
up $110,420. 

Senator Bennerr. What is your estimate of the value of the mains 
that would have been erected, or would have been put in to serve the 
new sections? Do they have a value greater than $56,000 ¢ 

Mr. Norrts. The mains ¢ 

Senator Bennett. Yes. 

Mr. Norris. Oh, yes. 

Senator Bennerr. In other words, if your proposition had been 
adopted, the Indianapolis Water Co. would have owned the mains 
serving that new section, and the builders would still have paid 
$110,000 for connections? 

Mr. Norris. And the water company was to spend some $243,000 on 
new mains and its investment. 

Senator Bennerr. That is right. 

Mr. Norris. The sum of the two is $353,000, which is about what the 
project cost. 

Senator Bennerr. And the cost of the project as developed by the 
program that was adopted was, as I remember, $347,00 / 

Mr. Norris. Yes, sir. 

Senator Bennetrr. Would the two systems have been approximately 
comparable ¢ 

Mr. Norris. Well—we think ours would have been better in the 
way of service. 

Senator Bennerr. I recognize that, but I don’t know whether you 
can assign value to a water system. 

Mr. Norris. Only in the way of service, fire protection, and things 
like that. 

Senator Bennerr. But there is an interesting relationship between 
those two figures. 

Mr. Norris. It would have brought water to the same people, same 
consumers, same area, and so forth. 

Senator Bennerr. Can you give us any information about the pres- 
ent comparable water rates in the areas you serve, and in the town of 
Lawrence ? 

Mr. Norrts. We have a tabulation comparing the two rates, prior 
to the time our rates were increased. Our rates were up around, 
think, on the average, 32 percent after April 1. Before then they 
were about the same. 

Senator Bennerr. But at the moment your rates are higher ? 

Mr. Norris. Yes, sir. 

Senator Bennetr. By about 32 percent ? 

Mr. Norris. If they haven’t raised their rates, too. 

Senator Bennett. We will ask Mr. Richardson that question when 
he comes on the stand. 

This may be a difficult question also, Mr. Norris: Was your company 
greatly disappointed when the town of Lawrence undertook to supply 
its own water system ¢ 

Mr. Norris. No. Our chief concern—in their not accepting proposi- 

tion B is that we feel sometime or other they will be in an emergency 
situation and then ask us to come in and bail them out. 

Senator Bennerr. On a standby basis. 
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Mr. Norris. Metering through a single point or standby basis, 
which would not be as desirable from our point of view. 

Senator Bennerr. Mr. Seward in his testimony said that he under- 
stood the town of Lawrence wanted to buy water from you originally 
through one metering point or on a wholesale basis and you were not 
interested in that kind of proposition. Is that an accurate statement ‘ 

Mr. Norris. We have some vague records or informal requests as to 
what our thinking was on supplying the town and we developed some 
thoughts on the matter and then found they were going ahead with 
this loan thing and dropped further efforts. 

Senator Bennerr. If we could turn the clock back and they should 
approach you today and ask for a proposit ion based on a single meter- 
ing point, would you be interested in it 

Mr. Norris. We would be willing to sit down and talk to them, 
but we would certainly try to talk them out of it, because it isn’t the 
type of business that we can afford to take on, as an expanding com- 
munity on a wholesale basis. 

Senator Bennerr. In other words, fundamentally you are in the 
business of selling water retail / 

Mr. Norris. Retail; that is correct. 

Senator Bennerr. Just for the record also, how does the amount of 
volume—the volume that would have been available had you taken 
on Lawrence—compare with the normal increase in the area you serve ¢ 

Mr. Norris. Our normal increase in customers is somewhere around, 
between 3,000 and 4,500 over the last 5 or 6 years, and if all of the 
dwellings in the town of Lawrence area become customers, it would 
be another 1,500. 

Senator Bennerr. So it is approximately half? 

Mr. Norris. A half to one-third of normal increase. 

Senator Bennerr. So it did not represent a substantial loss of oppor- 
tunity to you when they made the other decision ¢ 

Mr. Norris. No, sir. 

Senator Bennerr. Do you have any questions ¢ 

Senator Maypank. No. 

Mr. Dinkins. I have just one, sir. 

Mr. Norris, you did submit both plans A and B to the town council 
of Lawrence before this Federal grant was made, didn’t you? 

Mr. Norris. I really don’t know. It has never been clear in my 
mind until this morning, when I made some notes, as to just what the 
grant was actually made. 

Senator Bennerr. Do you happen to know whether plans A and B 
were formally submitted in a regularly constituted meeting of the 
town board / 

Mr. Norris. We addressed the proposal to the town board and, fol- 
lowing the receipt, we had a meeting and discussed the whole propo- 
Sition. 

Senator Bennerr. Was that an open meeting of the town board 
or was it a private discussion ¢ 

Mr. Norris. Well, we invited the town board and the water board to 
our office one evening, and discussed the thing at that time. 

Senator Bennett. ‘This also may be a question that will be difficult 
fo answer. 
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If it had been decided to accept either of your propositions, would 
you have felt safe in dealing with the water board or would you have 
required a contract with the town board ¢ 

Mr. Norris. I would have to consult my lawyers on that. 

Senator Bennert. I realize that. 

Mr. Norris. We would want to deal with the properly constituted 
body representing the town of Lawrence. 

Senator Bennerr. Do you want to question about the ownership 
of the business ? 

Senator Maysank. No. What I was really trying to find out, when 
we were using the word “Indianapolis,” whether it was a political 
subdivision or private. 

Senator Bennett. This was private. 

Thank you very much, Mr. Norris. There are no further questions. 
Now, Mr. Dawson, will you come back on the stand, please. 

Senator Bennetr. No. I think I will still leave you off for a min 
ute and jump one more time. I am sorry, if you will be patient with 
me, 

Mr. Fraps, please, will you come forward ? 

Will you be sworn, please? Mr. Fraps, do you solemnly swear that 
the testimony you are about to give in this investigation is the 
truth, the whole truth, and nothing but the truth, so help you God? 


TESTIMONY OF A. W. FRAPS, MANAGER, INDIANAPOLIS 
BOYD-PHELPS CO., INC. 


Mr. Fraps. I do. 

Senator Bennerr. Will you be seated and identify yourself for the 
reporter ¢ 

Mr. Fraps. My name is A. W. Fraps. My residence is 7928 Meadow- 
brook Drive in Indianapolis. I am manager of the Indianapolis 
Boyd-Phelps Co., Inc. 

Senator Bennerr. What kind of a company is that, Mr. Fraps? 

Mr. Frars. We are architectural engineers dealing primarily with 
municipal improvements. 

Senator Bennerr. Are you an engineer ¢ 

Mr. Fraps. Yes, sir. 

Senator Bennerr. How long have you been serving that company 
in the area of Lawrence ? 

Mr. Fraps. Since the Ist of September 1953. 

Senator Bennerr. Were you on the staff of that company in that 
area when this arrangement was made ? 

Mr. Fraps. No, sir. 

Senator Bennerr. What connection did your company have with 
the development of this water system ¢ 

Mr. Fraps. We were serving the town as engineers for the project. 

Senator Bennerr. Ona fee basis ¢ 

Mr. Fraps. Yes, sir. 

Senator Bennerr. You are not an employee of the town personally 
except through that relationship 4 

Mr. Fraps. That is correct. 
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Senator Bennett. Have you had occasion to review the plan for 
this water program ¢ 

Mr. Fraps. Yes, sir. 

Senator Bennert. Is it feasible from an engineer’s point of view? 

Mr. Fraps. It is. 

Senator Bennerr. Mr. McGhee stated that, as evidence of the fact 
that this water program—amay I read: 

Aside from the legal technicalities of the situation which the HHFA seems 
too willing to disregard, let me tell you what kind of a rathole good, green 
Federal money is going into. Under the federally financed program water from 
Lawrence would come from a number of wells. One well was drilled in the 
north part of town 12 inches in diameter, 400 plus feet deep. It was a dry hole. 
As if this were not a sufficient example of waste and inefficiency a water main 
had already been laid to the useless well. 

As an engineer, do you think it is an example of waste and inefficiency 
when you drill a dr y well? 

Mr. Frars. An engineer or no one else knows exactly the conditions 
you are going to reach underground, except insofar as experience will 
dictate. ‘The available data in the area indicated that water is avail- 
able underground. This is not the first dry hole that was drilled in the 
town, but the town is being supplied with water by means of under- 
ground wells. 

Senator Bennerr. Maybe at this point we should get into the record, 
before this project we are discussing was developed, what was the 
source of the water for the town ¢ 

Mr. Frars. The town has three wells. They are stone wells—that 
is, they are drilled into the limestone, and they acquire their water 
from those wells. 

Senator Bennerr. Do you have any idea how much it cost to drill 
that dry well ¢ 

Mr. Fraps. $3,190 is the contract price. We expect to reduce that 
by having the contractor remove the casing, for which the town will 
get credit. 

Senator Bennerr. Do you have any idea of the cost of the main 
which was laid to the dry well? 

Mr. Fraps. I could make a rough guess. I haven’t calculated it. 
It could be figured exactly. Possibly $2,000. 

Senator Bennerr. So approximately $5,000 was represented by 
this dry well? 

Mr. Fraps. Approximately, yes 

Senator Bennerr. Which is ‘approximately 2 percent of the total 
cost of the project—it is less than that, at $350,000. 

Mr. Fraps. It is less than that. One and a quarter, about. 

Senator Bennett. Did they then drill another well ¢ 

Mr. Frars. Yes, sir. 

Senator Bennett. Was that dry? 

Mr. Fraps. No, sir. That was a very good well. 

Senator Bennetr. Can you amplify what you say when you say it 
is a very good well? 

Mr. Fraps. Well, yes. Let us compare it with the wells that the 
town is now acquiring their water from. They are pumping those 
wells by drawing the water down about 30 to 40 feet and acquiring 
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a total of approximately 230 gallons a minute out of the entire 
system. 

This well, at a 4-foot drawdown, produced 480 gallons a minute, 
so this well will produce more than twice as much as the entire town 
supply before then, with a drawdown which would indicate it can 
possibly be developed, or the area can be developed to, at this stage 
we can only make a very rough guess, or say, 15 to 25 hundred gallons 
a minute, 

Senator Bennerr. That is a tremendous multiplication of the 400 
gallons a minute, which you are now getting out of it. 

Mr. Fraps. That is right. 

Senator Benner. Based on your engineering experience, is this 
well or will this well continue to provide this volume of water into 
the foreseeable future ? 

Mr. Fraps. Yes. I would like to correct one impression here. I 
didn’t mean to imply that this one well could be pumped to 1,500 
gallons a minute. The field in which the well is might possibly be 
developed by means of other wells. 

Senator Bennerr. I did have the wrong impression. Iam glad to 
get it straight. 

Mr. Fraps. To answer the other part of your question, the expe- 
rience in the area with other wells of this type throughout the State 
of Indiana would indicate it is a permanent water sup yply. 

Senator Bennetr. Do you have any questions ¢ 

Mr. Dinkins. Just one question. 

Mr. Fraps, you are thoroughly familiar, aren’t you, with the pro- 
posals that were made to the town of Lawrence by the Indianapolis 
Water Co. ? 

Mr. Fraps. Yes, sir. I haven’t reviewed them since January 8. 

Mr. Dinxrns. In your opinion as an engineer, is the town of Law- 
rence best served by the Federal program which they now have for 
water than it would have been if they had accepted one of the pro- 
posals from the Indianapolis Water Co.? 

Mr. Fraps. Both from an engineering point of view and from an 
economic point of view, particularly the economic point of view, the 
town is much better off to produce their own supply. 

Mr. Drnxrins. I have no further questions. 

Senator Bennerr. Do you know Mr. McGhee? 

Mr. Frars. I have met him several times, yes. 

Senator Bennerr. Has he in any manner attempted to influence or 
interfere with your operations as the engineer of the town of 
Lawrence ? 

Mr. Fraps. Yes, sir. 

Senator Bennerr. Will you tell the committee how that has been 
done? 

Mr. Frars. I haven’t discussed it with Mr. McGhee, but there 
appeared an item in one of the professional engineering journals 
indicating Mr. McGhee had visited the Society of Professional 
Engineers requesting that our firm be investig: ated to see if we were 
capable of doing proper engineering work, 
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(The following was later received for the record :) 
[Indiana Professional Engineer, January 1954] 
SUMMARY OF EXECUTIVE BOARD MEETING 

December 7, 1953—2 p. m. 


President Swanton called the meeting to order, advising a quorum was not 
present. It was agreed that only business not requiring formal action by the 
board would be heard, awaiting the possible late arrival of other members of 
the board to make a quorum. 

Lawrence J. McGhee, 8610 Pendleton Pike, Indianapolis, a member of the 
citizens committee of Lawrence, Ind., a community immediately adjacent to the 
city of Indianapolis was introduced to the board by the executive secretary 
who advised Mr. McGhee had called the State office requesting permission to 
talk to someone in authority regarding the engineering firm of Boyd-Phelps, 
Inc., whom he alleged has misrepresented the facts of a proposed water system 
for the town of Lawrence. Mr. McGhee briefly stated his case, presenting his 
views and offering as evidence photostat copies of correspondence substantiating 
his accusations. He advised of, and produced, copies of two complaints filed 
by him as a citizen-taxpayer demanding an injunction, and also requesting a 
restraining order. After a discussion, the board advised Mr. McGhee it was felt 
that the society should either have a complaint directly from the town board 
of Lawrence, employer of the engineering firm, or await the final disposition 
of the pending litigations before taking any formal action in the matter. How- 
ever, McGhee was invited to leave the copies offered with the board for perusal 
by the proper committee. 

Senator Bennetr. Any other experience ? 

Mr. Frars. Mr. McGhee has reported to the Indiana State Board 
of Health that certain of the construction work is not in accordance 
with good practice. He reported that the depth of some of the pipe 
was very shallow. As near as I can determine from the investigation 
we got from the board of health, he was not re ‘ferring to pipe which 
was installed under the contract at all, but it was reported to them 
that it was our pipe. 

Senator Bennerr. Did you do anything personally or through your 
office to investigate or check up on these re ports ¢ 

Mr. Frars. Yes. We consulted with the board of health to find 
out the pipes that he was talking about. We made an investigation 
to see if we could find what pipes were involved, and as near as we 
could determine, he was talking about other pipes than were installed 
under our program. 

Senator Bennetr. You found no pipes installed under your pro- 
gram which could be questioned on the basis indicated ¢ 

Mr. Fraps. That is correct. 

Senator Bennerr. Mr. McGhee, do you have anything you would 
like to say at this point? 

Mr. McGuerr. You mean contrary to Mr. Fraps, statement? 

Senator Bennert. Yes; with respect to these pipes. 

Mr. McGuer. If the pipes that he refers to are not under contract, 
it is unusual, because the contract, as I heard it read in the town 
meeting, included the service connection to the property line, and 
I can remember very distinctly seeing the Citizens Gas & Coke 
digging machine, the gas supp lier for the area, digging through some 
service-connection pipes whic h were laid, which I considered to be 
shallow, at an approximately 2-foot depth, in the right-of-way. 

This area lies north of United States Highway 40, and according 
to the State building council—I think I have got the name right, 
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the Indiana State Building Council; they have offices in the board 
of health building—their requirements on all commercial buildings 
and water connections, and so forth, which is all they have control 
over, is all water mains be laid at a depth of 4 feet. 

As to Mr. Fraps’ feeling—I am interpreting his tone of voice 
there—I feel he feels he is being persecuted by me, by referring 
to the Indiana Society for Professional Engineers, I asked they 
investigate to see whether the engineering was up to good engineering 
practices, because Mr. Ed Store, of the Indiana Fire Rating Bureau, 
upon seeing the plans and specifications of this proposed water exten- 
sion, told me, in effect, that they did not meet the minimum —— 
ments—pardon me—the minimum recommendations of the National 
Board of Fire Underwriters. 

Senator Bennerr. When we get Mr. Richardson on the stand we 
will ask him specifically about the rating bureau. 

Any other comments ‘ 

Mr. McGuer. One other thing: The USGS, in cooperation with the 
Indiana—this is all in the record, and I am quoting from memory. 
It is in the previous testimony. The USGS, and the Indiana Divi- 
sion of Water Resources, Department of Conservation, Mr. Kings- 
bury, and Mr. Charles Peck’s office in Indianapolis, the Geological 
Survey of this area, said that this is the only well to my knowledge, 
and their knowledge in conversation over the phone that goes con- 
trary to oa existing geological reports in which in this area water 
can only be supplied from wells to supply a relatively small demar4 
for individual houses or farm use, or small industrial needs, and it is 
quite possible God puts water where it is—it is quite possible that 
through Mr. Fraps’ engineering, or whoever located the well, that 
they have hit a veritable leak. 

However, this is contrary to all evidence in the county as to supply 
of water from wells. 

Senator Bennerr. May I interrupt at that point and ask Mr. Fraps 
if he would like to comment on that statement ? 

Mr. Frars. My only comment would be, sir, that the fact that the 
water found might be contrary to what other people say doesn’t pre- 
vent the town from using it, surely. Water is there. 

Senator Bennerr. As I understood you, this well was drilled into 
the limestone ¢ 

Mr. Fraps. Yes, sir. 

Senator Bennerr. Are most wells for domestic use drilled into the 
limestone 4 

Mr. Frars. We don’t get involved; in that area, no, most of them 
are not. 

Senator Bennerr. I don’t want to get involved. 

Mr. Frars. There are some, but most of them are not. 

Senator Bennerr. Maybe this is the point that I should say, that as 
fast as the witnesses appear today who were heard in executive ses- 
sion, their testimony in executive session will be made public and : 
part of the record. That is possible under the rules of the committee, 
and my reason for raising the question is we discussed that previously 

in executive session yesterd: vy. (See p. 205.) 

Mr. Fraps. I think I said the same thing. Most of them are. Some 

of them are not. 
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Senator Bennett. Do you have any more questions? 

Senator Mayspank. No, sir. 

Mr. Dinxrns. No, sir. 

Senator Bennerr. Maybe at this point, then, we can excuse Mr. 
Fraps. 

Senator Maypank. I never did understand what he was talking 
about as to these pipes. I would like to ask Mr. Fraps about that. 

I understood you to say that the pipes he was talking about were 
not pipes connected with the project. 

Mr. Fraps. As near as we can tell. 

Senator Bennerr. The contractor who laid the pipes and the man 
who was head of the town board will be before us and we can ask 
those questions of them. 

Thank you very much, Mr. Fraps; if you would remain here, please, 
there might be some other questions as we get further into this. 

Senator Maysank. Mr. Chairman, I don’t like to interrupt, but I 
have an engagement at 12 o’clock. Are you going to recess and recon- 
vene at 2? 

Senator Bennerr. We can move along fairly well. We can recess 
at any time that suits your convenience. 

Senator Maysank. No. You might go ahead without me. 

Senator Bennetr. We will go along 1 up to 12 o’clock and see what 
is going on, and perhaps finish with a witness who may be on if that 
is all right with you. 

Mr. Seward, I understand you have a comment you would like to 
put in the record, and since you have already been sworn we will be 
happy to receive it at this time. 

Mr. Sewarp. Just very briefly this, Senator: The permanency of 
the availability of water in these wells in question has been raised here, 
and I would just like to make this comment. 

According to the records of the geological survey—these are deep 
wells, of course, sir. You realize that, not the ordinary farm wells. 

Senator Bennerr. How deep are they? 

Mr. Sewarp. They vary from 83 feet up to 136 feet. 

Senator Bennerr. Mr. Fraps, how deep was this second well? 

Mr. Fraps. Two hundred and ninety-three feet. 

Senator Bennett. Thank you. 

Mr. Srewarp. On the well at Fort Benjamin Harrison, which was 
drilled in 1906, and measured again by the Geological Survey in 1940, 
which is a period of 34 years, there had been a drop in the water level 
of 19 feet. 

In the well at Farnum, which is right near this area, a well drilled 
in 1930, and checked again by the Geological Survey in 1941, the water 
level had dropped 7 feet. 

In the 3 wells at Seperation the 1 well drilled in 1941, compared to 
the well which was drilled there in May of this year: The water level 
in the well drilled this year was 6 feet higher than it was in the well 
drilled in 1941. 

The other well at Lawrence, which was drilled in 1949—the water 
level in the new well, which was drilled in May, was 25 feet higher 
than the water level in the well that was drilled in 1949. 

I think, sir, that that is an indication of the permanency of the 
availability of the water in these wells. 

Senator Bennett. We are happy to receive those figures. 
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Mr. Richardson, will you come and be sworn, please. 

Do you solemnly swear that the testimony you are about to give in 
this investigation is the truth, the whole truth, and nothing but the 
truth, so help you God? 


TESTIMONY OF A. E. RICHARDSON, LAWRENCE, IND. 


Mr. Ricuarpson. I do. 

Senator Bennett. Will you identify yourself—your home address 
and your official position. 

Mr. Ricuarpson. I am A. E. Richardson, 439914 Franklin Road, 
Lawrence, Ind. I am past president of the Board of Trustees of the 
Town of Lawrence. 

Senator Bennerr. Mr. Richardson, were you president of the board 
of trustees when this application was made to housing and Home 
Finance Agency ¢ 

Mr. Ricuarpson. Yes, sir. 

Senator Bennerr. Did you consider the possibility of providing 
water by using the facilities of the Indian: upolis Water Co.? 

Mr. Ricuarvson. It was considered; yes, sir. 

Senator Bennetr. Can you tell us why the town board chose to 
go in this other direction? 

Mr. Ricuarpson. Well, No. 1, I think the opinion of the town 
board, in fact I know it was the opinion of the town board to maintain 
home rule, if possible, and the data that was requested from the In- 
dianapolis Water Co. by the town of Lawrence together with trying 
to put a program together was never completely finished, as to com- 
plete feasible plan for the town to accept. 

Senator Bennerr. In other words, you didn’t go completely into 
their proposal to the point where you had figures? 

Mr. Rrcuarpson. Their tentative proposal, which more or less was 
a feeler proposition, was never completed to the point to where we 
could sit down and accept it. 

Senator Bennerr. Did anybody from Housing and Home Finance 
Agency approach you and invite you to apply for this loan and grant? 

Mr. Ricnarvson. On figures of the Housing and Home—on the 
grant, now ‘ 

Senator Bennerr. Yes. In other words, did the initiative come 
from you or them ? 

Mr. Ricnarpson. From the town of Lawrence on the loan grant. 

Senator Bennerr. For how long was this project studied before you 
made your application ¢ 

Mr. Ricuarpson. There was a considerable amount of advance plan- 
ning, started prior to the time that this present board took office, ad- 
vance planning on plans and specifications, trying to arrive at a cost, 
substantiating our claims and our reason for asking for a grant in 
loan. 

Senator Bennerr. Did you investigate the possibility of private 
financing through revenue bonds sold privately ¢ 

Mr. Ricnarpson. For the overall project ? 

Senator Bennerr. Yes. 

Mr. Rrcnarpson. It was hardly a feasible plan. We couldn’t see 
how it could possibly be put together under our own financing. 

Senator Bennerr. Why ? 
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Mr. Ricuarpson. The magnitude and scope of the thing was too 
large to burden the people in the town of Lawrence. 

Senator Bennerr. Would your present outstanding bond indebted- 
ness for previous development of the water project have anything 
to do with that? 

Mr. Ricuarpson. I think it would; yes, sir; because these are first 
and second lien bonds, and we would have to go into other bond issues. 
by increasing our amounts. 

Senator Bennerr. Earlier Mr. McGhee suggested that you should 
have been able to refinance the whole program, and as I understood 
his suggestion it was to reduce this all to a single revenue-bond issue. 
Is that possible under the conditions of your present bonds¢ Can 
they be called at will and replaced with others ? 

Mr. Ricu ARDSON. I believe they are noncallable bonds, but I would 
not be capable of just exactly legally or otherwise be able to answer 
that question. 

Senator BeENNeEtTr. You don’t know ? 

Mr. Ricuarpson, No, sir. 

Senator Bennerr. Did you get any complaints with respect to the 
water system, that there were violations of the requirements of the 
department of health and the rating bureau. because of the varia 
tions 1n the de ‘pth at which these pipe s were laid ? 

Mr. Ricnarpson. I have never heard any complaints about depth. 

Senator Bennetrr. Did you ever have a vou from the Indiana 
rating bureau, which we both understand is a part or a function of 
the fire underwriters ? 

Mr. Rrenarpson. I can’t recall any definite letter pinpointing such 
a thing, no. 

Senator BenNetr. Have you had any complaints from any source 
that your water program does not provide you with adequate fire 
protection ¢ 

Mr. Ricuarpson. No. 

Mr. Dinkins. Mr. Richardson, you understand Mr. McGhee’s posi- 
tion in this matter ? 

Mr. Rrcuarpson. Yes, sir. 

Mr. Drinkers. Do you know if any other members of the town or 
water board agreed with Mr. MeGhee’s position ? 

Mr. Rrcnarpson. I can’t answer that question. I don’t know. 

Mr. Dinxrns. Do you know of any member of either the town or 
water board that does agree with Mr. McGhee’s position ¢ 

Mr. Rrcuarpson. Not to my knowledge. 

Mr. Dinxrns. Mr. Richardson, there have been a good many state 
ments made here that the housing program was bad, and inferior ma- 

terial was used, substitutions were made, and just generally that it was 

: bad housing program. I wanted to ask you what, if anything, did 
the town of Lawrence do to have the inspectors vo out and inspect 
the housing program in the Lawrence area? Will you explain that, 
please ? 

Mr. Ricuarpson. Prior to the time of the impact coming into the 
town of Lawrence and the builders building homes, the board of 
trustees appointed plumbing inspectors, heating inspectors, and hired 
them. They were appointed by the board. 

Senator Bennerr. Did you have an electrical inspector ? 

Mr. Ricrarpson. We do have an electrical inspector. 
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Mr. Dinkins. And plumbing inspectors ? 

Mr. Ricnarpson. Yes, all of them qualified men. 

Mr. Dinxrys. As far as you know, did they do a thorough job of 
inspecting this project ? 

Mr. Ricwarpson. Yes. They must certify to their inspection. 

Senator Bennerr. Do you have a building code in the town of 
Lawrence / 

Mr. Ricnuarpson. We do have. 

Senator Bennerr. Do you remember offhand when it was adopted ? 

Mr. Ricwarpson. I can’t answer that, no, sir. I don’t remember 
the date. 

Senator Brennerr. This inspection service was in existence before 
these building projects were started ¢ 

Mr. Ricnarpson. The town of Lawrence has always had some kind 
of building commissioner, a single man, prior to the time when we took 
over, but in large programs, when they come into effect we hire specific 
men for a specifie job. 

Senator Bennerr. Have you had any specific complaints from 
occupants of these new homes in the projects with respect to the con- 
ditions in their homes which had been subject to inspection / 

Mr. Riciarpvson. None whatsoever as far as I personally know. 

Senator Bennerr. Did you consider having negotiations with Hous- 
ing and Home Finance Agency conducted by the water board rather 
than by the town board? 

Mr. Ricuarpson. The town board was elected officials of the town- 
ship officials. The water board was a three-member, nominated 
selected by the board of trustees, and they were the same. 

Senator Bennerr. In the ordinance that created the water board, 
were they given power to negotiate contracts / 

Mr. Ricuarpson. I can’t answer that legally. I do not know. J 
don’t know how they could be. They were not elected officials. 

Senator Bennerr. Who negotiated the contract for the actual con- 
struction of the water system ? 

Mr. Ricuarpson. The board of trustees. I was official negotiator 
signing the official papers, but motions, accepting or declining was up 
to motion by the board of trustees. 

Senator Bennerr. Do you have a town attorney? 

Mr. Ricnarpson. Yes, sir. 

Senator Bennerr. What is his name? 

Mr. Ricuarpson. Victor R. Jose, Jr. 

Senator Bennerr. Did he examine the various proposals and did 
he prepare the papers which were involved, both in your relations 
with HHFA and with the contractor ? 

Mr. Riciarpson. He did. 

Senator Bennerr. The record should show that we have attempted 
to secure the presence of Mr. Jose, but he is apparently out of reach 
of ordinary communication. We haven't been able to get in touch with 
him. Idon’t mean by that he isa fugitive. He isa fisherman. He is 
up on a vacation fishing out of reach. 

If it should become important before we close this record, we will 
get Mr. Jose’s testimony. 

Mr. Dinkins. Mr. Richardson, you were president of the town 
board from January 1952, until July 31, 1954? 

Mr. Ricuarpson. That is right, sir. 
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Senator Bennerr. Were all these negotiations carried on within 
that period? 

Mr. Ricuarpson. Yes, sir. 

Senator Bennerr. Was the town board included among those who 
were sued by Mr. McGhee in the courts of Indiana ! 

Mr. RicuHarpson. They were. 

Senator Bennerr. What happened to that suit as far as the town 
board is concerned / 

Mr. Ricnarpson. They were completely thrown out of court, to my 
knowledge. 

Senator Bennerr. What do you mean, “they were thrown out of 
court” ? 

Mr. RIcHARDSON. The case Was dismissed in favor ot the board and 
HHFA 

Senator Bennerr. Do you remember the grounds 4 

Mr. Ricuarpson. No,sir. At dismissal of that case. I was not avail- 
able at that time. 

Senator Bennerr. Do you ene any questions 4 

Senator Maypank. No, si 

Mr. Drnxrns. I have one more question. One of Mr. McGhee’s 
principal complaints was that the town of Lawrence, under its old 
water system, was very careless in the way it billed its customers and 
the way it ran its business. It didn’t have proper meters, and there 
Was discrimination in charges made to the various customers. I 
wanted to ask you two questions about that. 

First, is that a fact; and secondly, if it is true, what if anything has 
the town of Lawrence done to correct that situation / 

Mr. Ricuarpson. That could be true with moderation prior to 
1952, and even part a 1952. The town of Lawrence water system was 
run by practically 1 man and 1 girl clerk. He started as far back as 
1935 with almost no — ary for a number of years, and even when the 

gentleman passed away in 1952, he had a top of about $1,200 or $1,300 
a year. He was a meter reader, collector, deputy marshal of the town, 
and practically the whole works. 

Since that period, we took over, or the present board took over in 
1952, there has not under any circumstances been any deliberate dis- 
crimination, and we have taken comple te measures at the present time 
to meet all requirements of the PFC and State board of accounts, in 
which we are taking Major Daley, to comply with their wishes as well 
as setting up of good management. 

Senator Bennetrr. Mr. Richardson, Mr. McGhee said—and I am 
reading: 

They drilled another well which may bring in 325 gallons per minute, but 
when I left Lawrence water rationing was in effect. 

Is water rationing in effect in Lawrence ? 

Mr. Ricnarpson. With certain moderations at this time. Indiana, 
and Lawrence for certain, have suffered a drought in our area for the 
ast 8 or 9 weeks without any rain, and it was the desire of the State 
Soar of health, of which I have talked to 8 and 4 times a week, to 
conserve water in that area. 

There has been the general consensus of even the Indianapolis 
Water Co. and all concerned in the surrounding area to conserve 
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Senator Bennerr. Did you institute any program to limit the use 
of water? 

Mr. Ricnarpson. We only asked the people to cooperate during our 
measures, trying to conserve water. 

Senator Bennerr. Do you have any ordinance with any punish- 
ment involved ? 

Mr. Ricnarpson. No, sir. 

Senator Bennerr. Mr. Norris, may I ask if you have had the same 
gener ¥° experience in the Indian ipolis area ? 

Mr. Nerris. We have had an ‘induly large demand for our services 
but have not asked customers to « urtail use of water. 

Senator Bennerr. We will recess within the next minute or two and 
we will meet again here at 2 o’clock. I hope as many as possible of 
those who have been sworn and testified this morning will remain. 
This is a kind of informal thing, and as these questions arise it is very 
desirable that the chairman be able to reach out and get a witness 
who can probably give us specific answers to questions. 

I am sure, Mr. Richardson, that when we get into the questions 
involved in the testimony of Mr. Stone, Mr. Fisher, and Mr. Bauer. 
that I would like to have you available if any other questions should 
arise. 

At this point, then, we will recess to meet again at 2. We will put 
officially into the record the testimony given in executive session yes- 
terday by all of the witnesses who have appeared in the open session 
this morning. (See p. 205.) 

We will recess until 2 o’clock. 

(Whereupon, at 12 noon, a recess was taken to 2 p. m.) 


AFTERNOON SESSION 


(The subcommittee convened, pursuant to recess, at 2 p. m.) 

Senator Bennerr. Ladies and gentlemen, we are not going to be 
able to proceed without interruption this afternoon. There is a vote 
hanging over the Senators’ heads right now. In another 5 or 6 min- 
utes we will be called, and when these vote calls ring, it will be neces- 
sary to take a brief recess until I can get over there and vote and get 
back. 


Mr. Richardson, will you take the stand as we begin ¢ 
TESTIMONY OF A. E. RICHARDSON, LAWRENCE, IND.—Resumed 


Senator Bennerr. Mr. Richardson, Mr. Dinkins has a couple of 
questions that he would like to ask you. 

Mr. Drvxins. Mr. Richardson, do you recall when I telephoned you 
last week about coming to the hearing in Washington, that I asked you 
to also bring some of your papers and records with you pertaining to 
the Lawrence situation ? 

Mr. Ricnarpson. Yes, sir. 

Mr. Dinxtns. Do you also recall telling me that at that time two 
representatives of the Federal Government recently had been in to 
see you and that you had given them most of the papers that you had 
pertaining to the Lawrence situation ? 

Mr. Ricuarpson. Yes, sir. 

Mr. Dinkins. I show you, Mr. Richardson, what purports to be a 
telegram that you sent me about that and ask you if you can identify it? 
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Mr. Ricn ARDSON. This was in response to your asking me to give 
these gentlemen’s names. 

Mr. Dixxins. With your permission, Mr. Chairman, I would like to 
read this into the record. 

Senator Bennert. All right. 

Mr. Dinkins. A telegram to me from Mr. A. E. Richardson in 
which he says: 


In reply your request, Mr. Latimer and Mr. Kirby, both from General Account- 
ing Office, Washington, D. C., and Chicago, respectively. 

Mr. Richardson, do you happen to know how much time Mr. Latimer 
and Mr. Kirby from the General Accounting Office spent in and 
around Lawrence looking into this waterworks and housing situation ? 

Mr. Ricuarpson. The time they spent with me was the greater part 
of approximately two and a half days. 

Mr. Dinxins. Do you know of any other—— 

Mr. Ricuarpson. And in around Lawrence in which I made various 
contacts for them, with the town attorney—I think with Mr. Fraps 
of Boyd-Phelps Co., Inc.—they spent considerable time with our old 
clerk-treasurer, the other one that went out of an as well as the 
new one, going through town records, and later I did run into them 
some 5 or 6 days later, at the hotel where I was taking a schooling in 
Indianapolis. 

Mr. Dinxtns. So altogether they spent somewhere around 10 days 
to 2 weeks? 

Mr. Ricrrarpson. I would say 10 days or 2 weeks. 

Senator BenNerr. From your discussion with these gentlemen, did 
vou find out why they were there? 

Mr. Ricuarpson. Well, nothing definite. They were more or less 
getting an overall picture and checking all of our records and the 
proposals and the ied ioe and everything in general. 

Senator Bennerr. Did they indicate at whose suggestion they 
came ¢ 

Mr. Ricuarpson. They did not. 

Senator Bennerr. I am afraid we will have to break off. I will 
answer this bell and get back as quickly as I can. 

(Whereupon a short recess was taken.) 

Senator Bennerr. Mr. McGhee, did you ask the General Accounting 
Office to investigate this situation ? 

Mr. McGuee. I talked to the men when they were down there. 

Senator Bennetr. Did you ask them to come before they came 
down there? 

Mr. McGuer. I don’t think I ever made that request; no, sir. 

Senator Bennerr. Do you know who made the request? 

Mr. McGuer. I will change that just a bit, sir. At the time of the 
conversation with the personnel at the GAO, in the last week of April 
of this year, I probably, not in so many words, requested an investi- 
gation, because I don’t think I have the right as a citizen to ask that 
agency for an investigation, but I submitted certain information to 
them indicating that I thought that an investigation was desirable. 

Senator Bennerr. Did you notify this committee that you had 
asked them to ee 

Mr. McGuer. I don’t think that in the tone that you used the word, 
sir, that I asked them. I don’t think that ever took place. 
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Senator Bennerr, Is it fair to say they would not have conducted 
this investigation if it hadn't been for your visit with them and the 
material you left with them ? 

Mr. McGuer. I think that would be a fair statement, sir. 

Senator Bennerr. You don’t know of anyone else who approached 
them ? 

Mr. McGuire. No, sir. 

Senator Bennerr. Did you call or write the General Accounting 
Oflice within the last 10 days and tell them they had better be ready to 
testify at this hearing today ? 

Mr. McGuer. No. 

Senator Bennerr, Maybe we had better—— 

Mr. McGuer, I talked to them and I asked them if they were 
going to testify when I saw it in the Indianapolis News, which was 
the first report that I have seen, 

Senator Bennerr. Maybe we had better get. somebody from the 
General Accounting Office. No, we won't do that. Before we close 
this hearing, we will get a representative of the General Accounting 
Office, because such a representative reported to the committee—and 
this is secondhand as far as I am concerned—that you communicated 
with them and told them that they had better be prepared to testify 
at this hearing today, 

Mr. McGuire. No. 

Senator Benner. They called the committee and said they could 
not be ready to testify, and they were also wondering whether you 
x the committee was issuing the subpenas. 

Mr. McGuer. Well, sir, I think that some place along the line there 
is some misunderstanding. 

Senator Bennerr. Did you call the General Accounting Office 
within the last 10 days? 

Mr. McGuer. Yes. 

Senator Bennerr. What was the purpose of your calling? 

Mr. McGuer. The last contact I had in person with persons of the 
General Accounting Office, they suggested or requested if I had any 
additional information to forward it to them. And in one of the 
copies of the Indianapolis News, it is stated-——— 

Senator Bennerr. Rather than take the time, unless you have it 
very handy—— 

Mr. McGuer. It is right here, sir; August 5, and I quote out of 
context here one sentence. It says: 

It is understood the General Accounting Office has made a complete study of 
the Lawrence Water Works’ books, 

Senator Bennerr. Did you give that information to the News? 

Mr. McGuer. No, sir. That is a Washington dateline and I know 
nothing of it. I called them and told them that that appeared and I 
think I read the entire story to them. 

Senator Bennerr. Did you call them before this date? This is 
August 5. This is last Saturday or last Friday. 

Mr. McGuer. I would have to go over my telephone bills to see 
exactly what date I called them and, of course, that bill won’t be 
rendered for some time, 30 days approximately. 

Senator Bennerr. That was last Sunday, the 5th. 

Mr. McGuer. I think that that is the date the story broke that there 
would be a hearing. 
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Senator Bennerr. To whom did you talk at General Services Ad- 
ministration ? 

Mr. McGuer. Mr. L. H. Kirby. You are talking about our tele- 
phone conversations now? 

Senator Bennerr. Yes. To whom did you talk during your first 
conversations when you left the material w ith them, to w hich you have 
testified ? 

Mr McGueer. Mr. Latimer. 

Senator Bennett. You don’t know his initials? That is unim- 
portant. 

Mr. McGuer. I think it is “E.” 

Senator Bennett. Before we finish this investigation, we will prob- 
ably make contact with Mr. Kirby or Mr. Latimer or someone else 
representing the General Accounting Office. I am very curious to 
find out why and how they were brought in. 

Did you talk to Mr. Kirby or Mr. Latimer? ‘You talked to him 
first. Did you talk to Mr. Latimer before you had any knowledge 
that this committee was going to investigate this problem, or after- 
ward ? 

Mr. McGuer. Prior, sir. You mean the announcement that there 
would be a public hearing? 

Senator Bennett. No; I mean the first time that you were told that 
you would be heard in this matter. 

Mr. McGuer. Well, sir, the first time I was told I would be heard 
in this matter goes back many months, without any, shall I say, with- 
out any subsequent results, so to speak, at that time. 

Senator Bennetr. You assumed that the Banking and Currency 
Committee, or the chairman, or whoever you talked to, doesn’t keep its 
word and that therefore you had to go out to the General 

Mr. McGuee. If you are talking about the initial contact—— 

Senator Bennett. The initial contact. 

Mr. McGueer. The initial contact was made to the General Account- 
ing Office, J think, prior to any talk of whether or not there would be 
a hearing on Lawrence. 

Senator Bennett. Was it prior to last April? 

Mr. McGuee. I contacted—if my memory serves me correct—I con- 
tacted the personnel of the General Accounting Office concurrently in 
the first week of April and it was on a Tuesday and on Monday I 
contacted members of Senator Capehart’s office staff, which I think 
I contacted just about everybody on Senator Capehart’s staff, and 
while I was here, I contacted everyone whom I thought had germane 
authority over this problem because it is a many tangent problem, and 
T have knocked on practically every door in Washington that is avail- 
able. 

Senator Bennetr. Did you get any assurance or any positive state- 
ment from the General Accounting Office that they would send in- 
vestigators out to Lawrence and if so, when did that come to you? 

Mr. McGueer. Dealing with administrative agencies and Govern- 
ment officials in general, sir, I don’t think I have got a positive state- 
ment from anybody until the last week or so. 

Senator Bennerr. Did you know in advance of the time these in- 
vestigators came to Lawrence they were coming? 
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Mr. McGuer. No, sir. As a matter of fact, when they came to 
town, I was in Washington appearing at executive session. They 
called my wife and she turned around and called me. That is how 
I knew that they were in town. I was here July 7. 

Senator Bennerr. That is fine. We will drop that subject, but 
before we finish the record of these hearings, we may have the Gen- 
eral Accounting Office representatives in here. 

Did you have anything else? 

Mr. Dinkins. Yes, sir. 

Mr. Richardson, I show you what purports to be a letter from Mr. 
Charles McCoy, citizen and taxpayer of the town of Lawrence, ad- 
dressed to you and dated January 4, 1954, and attached to this letter 
is what purports to be a petition signed by several hundred citizens 
of Lawrence, and ask you if you can identify it? 

Mr. Ricwarpson. Yes, sir; I can. 

Mr. Dinxrns. Do you recall receiving such a letter and such peti- 
tions ? 

Mr. Ricwarpson. Yes, sir. 

Mr. Drnxrns. Was this letter, and the attached petitions, discussed 
with members of the town board ? 

Mr. Ricuarpson. That was discussed and read aloud at a public 
meeting upon the final signatures and findings there when they were 
tabulated. 

Mr. Dinxrns. Mr. Chairman, with your permission, I would like 
to read into the record one short paragraph from this petition. 

Senator Bennerr. Yes. 

Mr. Dinkins. It is addressed to the members of the Town Board of 
Lawrence, Ind.: 

We, the citizens of the town of Lawrence, not content with allowing a small 
minority group run our business and jeopardize our interests, desire to acquaint 
the members of the Town Board of Lawrence with the knowledge that the 
incorporated “citizens committee’ of approximately 26 members is not represent- 
ative of the undersigned citizens. We desire the sewer system finished at the 
earliest opportunity and the water system of the town of Lawrence enlarged and 
put into operation immediatey. 

(The petition referred to follows and the signatures referred to will 
be found in the files of the committee :) 

To the Members of the Town Board of Lawrence, Ind.: 


We, the citizens of the town of Lawrence, not content with allowing a small 
minority group to run our business and jeopardize our interests, desire to 
acquaint the members of the Town Board of Lawrence with the knowledge that 
the incorporated “citizens committee’ of approximately 26 members is not repre- 
sentative of the undersigned citizens. We desire the sewer system finished at 
the earliest opportunity and the water system of the town of Lawrence enlarged 
and put into operation immediately. 

The Federal grants of money which were designed by the Congress of the 
United States to assist communities whose growth mushrooms beyond the orderly 
growth permitted by the tax rates of the several States should be accepted in good 
faith, and the present vacillation and procrastination should be stopped. The 
suit which has halted the construction should be speedily disposed of by legal 
process of law, once and for always. 

We are confident that the elected town board is capable of acting to secure a 
water and sewer system belonging to the town of Lawrence with no private com- 
panies to interfere with the home rule of our town. We request the town board 
to refuse to recognize the citizens committee as representative of the majority 
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of the citizens of Lawrence and that the town board resume its proper function 
as the governing body of the town of Lawrence. 
Do not sign unless you are a citizen of Lawrence, Ind. 


a i cala eeai IR tet nth iiedi nasa Biase 


To the Citizens of the Town of Lawrence: 
Don’t let a small minority group run your business and jeopardize your 
interests. 
TAXPAYERS WILL PAY 


You, as a taxpayer, should give considerable thought to the sewer project in 
Lawrence. Work has been stopped as the result of a suit which has been filed. 
What would happen if work was not resumed? You, as a taxpayer, would have 
to pay for what has already been done even if you were unable to make use of 
the partially built system. 

The whole project here has been delayed and jeopardized by a few citizens 
who may or may not realize the significance of their acts. We need sewers here, 
and they are going to cost us. Our elected officials have worked out a plan to 
secure them, contracts have been let, and considerable work has been done. What 
may be gained by delaying the work? 

If the project should be abandoned the Federal Government would have to be 
paid back any money advanced. The contractor must be paid for his work. You 
as a taxpayer will be paying for a dead horse. It’s time for those who want 
the sewers to speak up, and it’s time the officials realized that an appeasement 
plan won't work. 

January 4, 1954. 
Mr. A. E. RICHARDSON, 
President, Town Board of Trustees, 
Lawrence, Ind. 

GENTLEMEN: Kindly be advised there are in excess of 333 signatures to the 
above petition. 

The petitions are in the process of being photographed. 

Owing to the fact that the supply of forms were exhausted and additional 
citizens are requesting and are desirous of signing this petition, it will be neces- 
sary to delay the presentation of these signed petitions until all the citizens 
who wish to sign have had their opportunity to do so. 

Forms are being processed at this time and when all signers have completed 
same, they will be formally presented to the board of trustees for their con- 
sideration. 

All criginal signed petitions will be on hand for the proper officials and the 
citizens of Lawrence to inspect on demand at a formal and public meeting of 
the town board of trustees. 

The citizens desire that no action by the board of trustees shall be taken, in 
the matter of sewer and waterworks projects, until all the citizens of Lawrence 
have had their opportunity to sign said petition in effect. 

Yours very truly, 
Cuartes McCoy, 
Citizen and Taxpayer, Town of Lawrence, Ind. 


Senator Bennetr. The date of that? 

Mr. Dinxrns. The petition is attached to a letter dated January 4, 
1954. That isall I have. 

Senator Bennerr. Do you have anything else? 

Mr. Dinxins. Not right now; no, sir. 

Senator Bennetr. I am not sure, Mr. Richardson, we won’t need 
you again, but we will dismiss you for the time being and I would 
like now to call Mr. L. L. Stone. 

Mr. Stone, do you solemnly swear that the evidence and testimony 
you are about to give in this investigation is the truth, the whole 
truth, and nothing but the truth, so help you God? 





COMMUNITY FACILITIES-—-LAWRENCE, IND. 45 


TESTIMONY OF L. L. STONE, LAWRENCE, IND. 


Mr. Stoner. I do. 

Senator Bennerr. Will you identify yourself for the reporter, and 
give him your home address and your business ¢ 

Mr. Sronr. My name is L. L. Stone, president of L. L. Stone, Inc. 
[ live at Lawrence, Ind. 

Senator Bennerr. Mr. Stone, are you the contractor on the water 
project in Lawrence, Ind. ? 

Mr. Stone. Yes, sir. 

Senator Bennett. Are you also the contractor on the sewer project / 

Mr. Srone. Yes, sir. 

Senator Bennerr. How did you obtain those contracts ? 

Mr. Stone. By competitive bidding. 

Senator Bennerr. Will you tell us how that bidding was conducted ? 

Mr. Sronr. Yes. The bidding was advertised for letting and ad- 
vertised in the papers, the local paper, and the commercial paper in 
Indianapolis there; also the Construction Digest and Dodge Reports. 

Senator Bennerr. Is that the usual way in which such projects are 
advertised ? 

Mr. Stone. That, and also engineers; some engineers sent out invi- 
tations for them. That is, the advance notice of them, I should say. 

Senator Bennerr. How many bidders were there? 

Mr. Srone. On the first contract or second contract, Senator ? 

Senator Bennerr. Well, answer the question with respect to both. 
How many bidders were there on the first contract ¢ 

Mr. Stoner. As I recall there were about 7 or 8 bidders that took out 
plans and I think about 5 or 6 of them bid, if I recall. 

Senator Bennerr. When you say the first contract, what did that 
include ? 

Mr. Srone. That is the sewer for the old town, as we call the old 
town. 

Senator Bennerr. What is the second contract ? 

Mr. Sronr. The second contract was the extensions to the annexa- 
tions. 

Senator Bennerr. Are you talking sewer or water? 

Mr. Sronr. Sewer and water. 

Senator Bennerr. Did the same bid cover both sewer and water? 

Mr. Srone. That is right; on the second contract. 

Senator Bennerr. Then there was no water contract involved in 
the first contract because that referred to the old town and there was 
already an existing water system ? 

Mr. Stone. That is right. 

Senator Bennerr. How many bidders were there on the second 
contract ¢ 

Mr. Sronr. Approximately the same. 

Senator Bennerr. I have what purports to be a copy of a sheet 
headed “A Construction Digest Service, Confidential Advance Report, 
May 23, 1954,” which shows under dateline of “Lawrence, June 8, 7 :30 
p. m., central standard time, by town board,” and then describes the 
job and the conditions under which it is to be let. 
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Is that one of the means by which you learned of the availability of 
the job? 

Mr. Stone. That is right. 

Senator Bennerr. Without objection, this will be put in the record. 

(The information referred to follows:) 

[Construction Digest, No. 101, May 23, 1953] 
BIDS ASKED 
SEW ERAGE—W ATERW ORKS 

Lawrence.—June 8, 7: 30 p. m., central standard time, by town board: Division 
A, sanitary sewers; division B, extension to waterworks system ; division C, drill- 
ing, finishing, and testing well. Boyd E. Phelps, Inc., engineer, 838 K. of P. 
Building, Indianapolis, and 1000 Washington Street, Michigan City. Certified 
check, bank draft, or bid bond for 5 percent required. Robert Knox, clerk- 
treasurer. 

Senator Bennerr. Mr. Stone, has any question ever been raised 
about the legality of the means by which you obtain the contract? 

Mr. Stone. Not that I know of. 

Senator Bennerr. Were you a party to the suit which was filed by 
Mr. McGhee ? 

Mr. Srone. No, sir. 

Senator Bennerr. You were not joined in that suit? 

Mr. Srone. No, sir. 

Senator Bennerr. Just for the record, if the Indianapolis Water 
Co. had made its arrangement—made an arrangement with the town 
of Lawrence, would you have been free to bid on that contract ? 

Mr. Srone. Well, yes. I imagine they would have let it that way. 
However, the officials of the Indianapolis Water Co. stated that they 
would get into agreement with me for finishing up the mains, if the 
town would have gone into it. 

Senator Bennerr. So you had no interest in the decision with re- 
spect to whether it was built as it is being built or whether it was built 
through Indianapolis Water Co.? You had an opportunity to get the 
work out of it in either case ? 

Mr. Svone. That is right, sir. 

Senator Bennerr. How nearly are you completed ? 

Mr. Stone. Approximately 90 percent on the last contract. 

Senator Bennett. What about the first contract ? 

Mr. Srone. About 60 percent. 

Senator Bennett. Did you have any interruptions or difficulties ? 

Mr. Sronr. Yes. We had an interruption where we had to shut 
down when we were not getting paid for the work, for approximately 
90 days. 

Senator Bennerr. Why weren’t you getting paid? 

Mr. Srone. Suits filed by Mr. McGhee on the sewer and the water. 

Senator Bennerr. Did that have the effect of stopping your work ? 

Mr. Srone. It stopped all of the bonds, and without the bonds being 
sold the town had no money to pay off, so we went as far as we could 
and had to shut down. 

Senator Bennetr. You were shut down for about 90 days? 

Mr. Stone. That is right, sir. 

Senator Bennett. Have you estimated whether or not that shut 
down cost you any money ? 

Mr. Stone. Oh, yes. It cost me considerable. 
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Senator Bennerr. Do you have any estimate as to the amount of 
money you lost? 

Mr. Stone. Approximately $12,000 or $15,000. 

Senator Bennett. It has been testified earlier in these hearings that 
some questions were raised about the manner in which your w ork com- 
plied with State regulations, and fire underwriters specifications. 

Were any of those questions raised with you? 

Mr. Stone. No. No questions like that was raised with me, and 
further, we are abiding by the plans and specifications, that. so desig- 
nate how we put the stuff in, install the work. 

Senator Bennerr. Were you at any time told that your water lines 
weren't buried deep enough? 

Mr. Stone. No; we haven’t been told that, but we have heard it 
through the grapevine, incidentally. 

Senator Bennerr. Do you know that any inspections were made to 
find out whether or not your work did meet. specifications ? 

Mr. Stone. Not specifically in that case. However, we have in- 
spectors on the job, two of them, every day, on our work at all times. 

Senator Bennerr. When you were shut down, did Mr. McGhee en- 
gage in any activity which you feel was detrimental to your interests ? 

Mr. Stone. Yes. Mr. McGhee saw fit to notify my suppliers, ad- 
vising them of the fact that he has got lawsuits and we may be in a 
bad position, running a risk, going ahead. 

Senator Benner. How do you know that? 

Mr. Stone. They contacted me and in one instance they sent their 
attorneys over to converse with Mr. Richardson and I, in one instance. 
In another instance they wrote me about it, and I have letters back 
from those three companies there, so stating what Mr. McGhee told 
them over the telephone. 

Senator Maysank. Mr. McGhee told them this when the case was 
in the court ? 

Mr. Stone. Yes, sir. 

Senator Maysanx. In other words, he was trying to prejudice the 
pase ¢ 

Mr. Stoner. Thatisright. That isthe way I feel about it. 

Senator Maysank. I don’t see how anybody can make a remark 
about people’s contractors and have lawyers come around to see them 
if the case is in the court and he brought the case. 

Mr. Stone. Yes, sir. 

Senator Mayranx. That is trying to prejudice it. 

Mr. Stone. Yes, sir. 

Senator Bennetr. On page 6744 of the testimony taken yesterday 
with Mr. Stone in the witness 54 air, we accepted for the record and 
have since made public 3 letters, 1 to him from the Clay City Pipe Co. 
of Mecca, Ind., dated December 1, 1953; 1 from the Mueller Co. of 
Decatur, Ill., dated December 1, 1953; another from Mueller Co., dated 
December 29, 1953. Here is another one from the Morgan Pipe & & 
Foundry Co., dated December 3, 1953, and since they are in the 
record by virtue of the fact that this whole record is in the record, I 
won't attempt to put them in again, but at this point I would like to 
ask Mr. McGhee: What did you hope to accomplish by this repre- 
sentation ? 

Mr. McGueer. On October 30, I filed suit against. the town board 
on this general situation. There is a copy of the suit in the record. 
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The town board did not answer that suit. I followed that up with 
another suit, on the other program, and the town board did not answer 
that complaint. 

Senator Maynank. Let me ask you a question. Why should the town 
board answer you? I mean, if you filed a suit in the court; isn’t it 
the duty of the town board to answer in court? 

Mr. McGuer. They never answered the complaint in the court, 
sir. 

Mr. Dinxins. Let me interrupt you a second. I don’t understand 
that. I have practiced law a long time and a complaint has either 
to be answered or something has to happen to it. It just can’t sit 
there. 

Senator Bennerr. Did they file a demurrer, Mr. McGhee ? 

Mr. McGuer. Next year. It was up—— 

Senator Bennerr. Was it in time satisfactory to the court? 

Mr. McGuer. The court made statements that they felt that all 
parties were negligent on not pressing the suit at the hearing that was 
held, and acting as my own attorney—I mean—I expected the com- 
plaint to be answered and disposed of. 

Senator Maypank. They filed a demurrer. 

Mr. McGuer. I wanted the suit disposed of quickly and economic 
pressure is one way of bringing about a disposal of the situation. 

Senator Bennerr. Mr. Stone testified he was not a party to the suit. 
Why do you bring the economic pressure on Mr. Stone? 

Mr. McGuer. Mr. Stone, through his attorney, and if I am not mis 
taken—he can speak for himself—entered an appearance to become a 
codefendant. 

Mr. Marrin. No. We did not enter an appearance. We did not 
become a codefendant until at the time of the argument upon the 
motion for demurrer, at your request, and the request of the court, 
«ll of the interested parties did 

Mr. McGuerr. Not at my request. 

Mr. Martin. Join in the demurrer. 

Mr. McGuer. In the hearing before Judge Niblek you entered ai 
appearance on behalf of your chent? Is that a true statement ? 

Mr. Martin. That was at the time of the hearing, at which Judge 
Niblek sustained the demurrer to your complaint, and the judge said 
he wanted to get the thing disposed of. He had answers filed. We 
didn’t file a demurrer. We joined with the rest of them in filing an 
answer and the court disposed of the whole matter by deciding the 
case against you. 

Senator Bennerr. At this point we had _ better 
identified. 

Maybe we had better swear you, too, Mr. Martin. Will you be 
sworn 

Do you solemnly swear the testimony you are about to give in this 
investigation is the truth, the whole truth, and nothing but the truth ? 





get Mr. Martin 


TESTIMONY OF CLARENCE R. MARTIN, INDIANAPOLIS, IND. 


Mr. Martin. I do. 

Senator Bennetr. May we identify you? 

Mr. Martin. My name is Clarence R. Martin. I am an attorney 
at law, office in the Indiana Trust Building, Indianapolis. 
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Senator Bennerr. Were you the attorney for Mr. Stone / 

Mr. Martin. I have been, yes, sir, all through this matter. 

Senator Benner. In this round-robin situation, I am trying to find 
out whether you entered the case before or after Mr. McGhee wrote 
to the suppliers of Mr. Stone. 

Mr. Martin. A long time after. That was at the time when their 
case was finally disposed of. ‘The court, with all of these interested 
parties in court, suggested that we join in an answer, which we did. 

Senator Bennerr. Do you know approximately the date of that? 

Mr. Martrn. I have it here, I believe, unless the oflicers of the 
town board remember. 

Senator Maypank. Let me get one thing straight on the record, 
while he is looking this up, Senator. As I understand, Mr. McGhee 
wrote the suppliers of Mr. Stone. Without any suit against him he 
was not a party to the suit until the demurrer was filed; is that right ? 

Mr. Stone. Yes, sir. 

Senator Bennerr. [ am not sure Mr. McGhee wrote these people. 
I have the impression that he telephoned them. 

Mr. McGuee. I called them, sir, and informed them I had filed suit 
against the town. 

Senator Maysank. You admitted that, and you even had lawyers 
come to see you, or you talked to his lawyers ¢ 

Mr. McGuer. Nobody called on me. 

Senator Maypank. You called on them? 

Mr. McGueer. No. 

Senator Maysank. How did you get in touch with them ? 

Mr. McGuer. I called them on the telephone. 

Senator Maypank. You told them you were suing them? 

Mr. McGuer. No. I have never sued Mr. Stone. 

Senator Mayspank. You were suing the town council? 

Mr. McGuer. Yes. I informed them of that suit being on file. 

Senator Maynank. Wouldn’t they know that? 

Mr. McGuer. They were out of town, unless they subscribed to 
the papers, I don’t think—— 

Senator Maypank. You filed a suit in Indiana and the suppliers 
didn’t know it? 

Senator Bennetrr. Not those people— 

Mr. McGuer. I said these people would not know it. 

Senator Bennerr. What do you think the effect would have been / 
Whiat effect did you expect, Mr. McGhee, in calling these people up? 
Whiat did you expect them to do? 

Mr. McGner. I expected to bring the issue to a head sooner. 

Senator Bennerr. Did you expect them to put pressure on the 
town council ? 

Mr. McGuer. No. 

Senator Bennetrr. How could they bring the issue to a head 
sooner ¢ 

Mr. McGuer. I don’t know this, but this is my line of reasoning: 
If they were supplying Mr. Stone on a credit basis, and because of the 
suit they felt that perhaps he was not going to get compensated 

Mr. Dinkins. Mr. McGhee, do you realize— 

Mr. McGuer. For his work— 

Mr. Dinxrns. Excuse me. Go ahead. 
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Mr. McGurr. Mr. Stone would probably be in a position to inter- 
vene with the town board to get the suits disposec. of readily; as his 
attorney has sat in and advised with the board at various town meet- 
ings. One meeting 1 remember he acted as town attorney in an- 
swering questions on various phases. 

Senator Bennetr. On what date did you file these suits? 

Mr. McGuer. If I remember my dates correctly, sir—they are in 
the record—it is October 30 was the a I filed suit on the water, 
and the sewer, I think, was November 13 of last vear. 

Mr. Dinxrns. Let me ask you this question, Mr. McGhee: Do you 
realize that if these suppliers that you telephoned had become suf- 
ficiently alarmed, it might have ruined Mr. Stone financially and he 
might have been thrown into bankruptcy solely because of your 
activities ¢ 

Mr. McGuer. I don’t think that possibility exists; no. 

Senator Maypank. He said he lost $12,000 in a short time. 

Senator Bennerr. You have admitted that it was your purpose to 
cause them to question Mr. Stone’s credit to the extent that under pres- 
sure Mr. Stone would put pressure on the town board, so that the town 
board would reply to your suit so you must have realized you were 
dealing with Mr. Stone’s credit in this case. 

Mr. McGuer. No. I was just informing them of the situation that 
existed. They could draw their own conclusions. 

Senator Bennerr. You testified a minute or two ago that you ex- 
pected that they would become fearful of Mr. Stone’s credit. The 
reporter can read that back to you if you want to hear it. 

Mr. McGuee. I am not saying that is the conclusion I come to. 

Senator MayBank. That is a logical conclusion. Mr. Stone was in 
for $240,000. 

Senator Bennerr. Can you find that and read it back to us? 

(Statement read.) 

Senator Bennert. Your line of reasoning was that, if they were 
supplying Mr. Stcue on a credit basis, this was an attack on Mr. Stone’s 
credit ? 

Mr. McGuer. I think if you will check the record there, Mr. Din- 
kins interrupted me and I said—I was going to finish—was 
compensated. 

Senator Bennerr. Isn’t that an indication his credit on that job 
was shaky if he couldn’t get quickly compensated and therefore could 
not pay his bills? 

Mr. McGuer. That is for them to decide. 

Senator Bennerr. I think the point has been made. 

In the letter from the Mueller Co., dated December 29—this was 
a letter written to Mr. Stone—Mr. Ralph W. Tibbles, credit manager, 
said to Mr. Stone: 

This man stated that he had filed a suit a month ago as a private citizen to 
prevent the Federal Government from spending any more money on the project 


at Lawrence, Ind. He further stated that the contract was illegal for various 
reasons which he stated in his legal proceedings. 


Did you attack the legality of Mr. Stone’s contract in your suit? 

Mr. McGurr. No. I never contested the legality of his contract in 
the suit, no. 

Senator Bennerr. Apparently you stated to Mr. Tibbles that—— 
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Mr. McGuer. I probably quoted to Mr. Tibbles one of the 
contracts 

Senator Bennerr. That the contract was illegal? 

Mr. MoGuer. One of the statutes of the State of Indiana says that 
there is no contract without an appropriation, and no appropriation 
has been made as to date by the town fathers in these contracts. 

Senator Bennerr. That is.a matter which I am not prepared to 
pass on. 

Senator Mayspank. I would like to ask Mr. Martin that. 

Do you mean in Indiana there is no contract without an appro- 
priation ? 

Mr. Martin. No. What he is getting at is they can’t appropriate 
the money that is given by the Government until after the »y receive it. 
Of course, the appropriation was made in the regular manner at the 
time the first contract was made, when the Government came in and 
participated, that appropriation had to wait until they received money. 

Senator Maynank. I understand. Did you know that Mr. Stone 
had $240,000 worth of materials purchased when you phoned these 
people ? 

Mr. McGuer. No. I had no knowledge of that. 

Senator Maynank. Is that the amount he had ? 

Mr. Martin. Do you know the exact amount ? 

Mr. Sronr. That is the approximate amount for work and ma- 
terials. There was some $100,000, or a little over, for materials. 

Senator Bennerr. Is your capital big enough so that you could 
have absorbed that amount of money out of your working capital? 

Mr. Stone. No, sir. 

Senator Bennerr. You were dependent on your credit with the 
suppliers to carry you through the job ? 

Mr. Sronr. That is true. 

Senator Bennerr. Do you have one question ? 

Mr. Dinkins. One question: Mr. Stone, will you state in detail what 
inspections of your construction work have been made by the town of 
Lawrence? 

Mr. Stone. By the town of Lawrence ? 

Mr. Dinkins. Yes, sir. 

Mr. Stone. I think all those inspections are made by the engineers 
engaged by the town of Lawrence. I don’t know specifically of any 
case the town of Lawrence made inspections on. We had two in- 
spectors on the ground at all times. 

Mr. Dinkins. Are they both from the town of Lawrence ? 

Mr. Stone. No. They are from the Boyd Phelps Co. They are 
hired by the Boyd Phelps Co. They are resident engineer and assist- 
ant engineer. 

Mr. Dinxtns. That isthe same company Mr. Fraps worked for ? 

Mr. Stone. Yes, sir. 

Senator Bennerr. Mr. Fraps, you are still under oath. Do you 
know whether the Fire Underwriters Rating Bureau made any—I 
think we asked you this morning if they m: ade : any representation. 

No. We asked Mr. Richardson. Do you know whether they made 
any representation to you as engineer of the town of Lawrence regard- 
ing the specifications of the w ater project ? 

Mr. Fraps. They have asked me to send over a set of plans, which 
we have done. We don’t have any comments from them. Their com- 
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ments on the matter are entirely unofficial, so far as legal aspects are 
concerned. 

Mr. McGuire. One point while we are talking about the suit, Sen- 
ator, that I think ought to be brought into the record at this time, 
is that the town board has never discussed the suits at a regular public 
town board meeting. 

Senator Bennerr. I will be glad to have that in the record. I 
don’t think this committee is competent to decide whether that accords 
with the law of Indiana or doesn’t, in addition to the facts, whether 
or not it is true. 

Senator Maypank. You never discuss suits once you get in the courts 
under South Carolina laws. I don’t know what the Indiana laws are. 
Many times I have been sued as mayor. You never discuss anything 
when it gets in the State courts. It is discussed by the attorney gen- 
eral or the solicitor of the county. Isthat Indiana law ? 

Mr. Martin. Yes, under Indiana laws the attorney discusses those. 

Senator Bennerr. Mr. Stone, we will excuse you for the time being. 

We will finally come back to Mr. Dawson. 

Now, Mr. Dawson, you were sworn earlier and you identified your- 


self as the head of FHA in Indiana. 


TESTIMONY OF CHARLES M. DAWSON, STATE DIRECTOR, INDIANA, 
FEDERAL HOUSING ADMINISTRATION—Resumed 


Mr. Dawson. That is correct. 

Senator Bennerr. This morning Mr. McGhee raised some questions 
about the validity of the contract—that isn’t the proper word—as to 
whether or not the houses that were built in these four housing projects 
were built in accordance with FHA’s specifications, and he listed 4 or 5 
specific charges which he claims, and I am quoting— 

The actual value of the houses as sold is considerably lower because the FHA 
permitted corner-cutting on the following items: 

Have you seen these statements or did you note them this morning? 

Mr. Dawson. I heard them this morning. I think some of those 
were answered in that statement I filed yesterday, of the report to 
me by our chief architect. Mr. Ruble is a licensed engineer. He is 
recognized, he is called on frequently on panel discussions on build- 
ing and residence construction, and things of that kind, by Purdue 
University. (See p. 226.) 

Each time that I had a call or complaint from Mr. McGhee about 
conditions in the Lawrence project, I asked Mr. Ruble personally to 
make the inspections. 

As I recall, the first time I was called was when Property Manage- 
ment started construction; under our procedure there are three in- 
spections during the course of construction of the houses. 

We make those when the contractor or builder calls us and tells us 
he is ready for first inspection. We send an inspector out to check. 
Mr. McGhee called me before we had any notice of being ready for 
that inspection. I immediately asked Mr. Ruble to make a check ‘of it. 
He took an inspector with him. They went out and checked the condi- 
tions. As I recall, there was a question about them putting slabs on 
maybe filled ground. 
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Senator Bennerr. This possibly is the first complaint here. No. 
It isn’t. He has a complaint here about foundations. That refers 
to reinforcing rods. 

Mr. Dawson. I think that list on those slabs or foundations he put 
in, I don’t think there is anything in that report about the steel re- 
inforcing, but as I recall when that came up, there was only a fraction, 
a very small fraction difference in the size, and I think Mr. Ruble 
checked and said the difference in cost wasn’t even noticeable, and I 
think there was some trouble about getting the size maybe specified. 

If you will recall, that is small reinforcing rods and it was a very 
small fraction difference in the size. There have been a few changes 
authorized and as Mr. Ruble explained to me, they have met our re 
quirements or equal. In one case he said that the cost of one item was 
costing the builder more than the other process, because it would take 
a little longer time to do that. 

I have explicit faith in Mr. Ruble’s inspections. Since this trouble 
came up around the Lawrence area, I assigned special inspectors to 
those jobs constantly. Our force is limited. It meant that we had to 
pull men off of work for other builders, and keep a man constantly on 
that job. We had a man constantly on the Property Management job, 
we had men on the other jobs, and we had our topmen, to my mind 
the best inspectors we have. I think we have gotten a good job of 
construction out there. 

[ visited the sites at various times myself. I think I have been on 
Property Management three times. I think I have been on Mr. Barr’s 
project three times. There was another time I got a call from McGhee 
regarding installation of water lines in the street, said they were too 
high, did not meet the depth. 

Again, I had my chief architect go out there with another inspector. 
They measured and checked and couldn't find one of them that didn’t 
meet specifications. 

Senator Maypank. Is that the question that I asked earlier, and 
you said he would answer it, about the testimony that these pipes were 
not 2 feet underground ¢ 

Senator Bennerr. That is right. 

Mr. Dawson. These are the taps from the lines. These are from 
the lines into the house. 

Senator Maysank. The taps were all right / 

Mr. Dawson. Yes. 

Senator Mayspank. Was there any complaint about the others? 

Senator Bennerr. The FHA doesn’t have responsibility for the 
mains in the streets. 

Mr. Dawson. That is right. 

Senator Maypank. The city said there wasn’t any complaint about 
that. 

Senator Bennerr. Mr. Richardson, can you answer that question ? 
Do you know whether any complaints were made about the depth to 
which the mains were put / 

Mr. Ricnarpson. I have never received any. 

Senator Maypank. That clears up my point. You asked me to put 
it off until now. 

Mr. Dawson. In answer to the question about the foundations being 
placed on filled ground, our inspectors went out and found some. The 
report shows it is questionable. They did ask the contractor to put 
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piers and underpier those, which they did, and they tried to meet our 
requirements. I think they have done that very thing. 

Senator Bennett. Did you have any instance in any of these proj- 
ects where the contractor refused to cooperate with the inspector or 
attempted to skin the job, deliberately, or where your inspector felt 
that that was the condition ¢ 

Mr. Dawson. No. These builders have cooperated. I think they 
saw we were on the job there, and giving them closer inspection than 
we did anything else, and anything that our inspectors asked them to 
do they tried to do it. 

Senator Bennerr. Did you ever estimate how much extra it cost to 
provide that kind of inspection service to Lawrence as compared with 
the usual FHA job? 

Mr. Dawson. I have not, but it has caused us to get a backlog that 
we are running about 4 to 6 weeks behind in our work today. That 
hasn’t all been caused by this. We have had an increased number of 
applications, too, and have been operating with a very limited force. 
That helped to pile up the work. It meant some other builders didn’t 
get their inspections. 

Those are the only cases we ever assigned special men to just keep 
them on those jobs constantly. 

Senator Bennerr. Mr. McGhee expressed the opinion that this 
would be a slum before it was paid off, and the town of Lawrence 
would have to apply for Federal aid to clear up the slum condition. 

Do you feel that there is any substantial difference in the quality of 
FHA houses built in Lawrence when compared with houses built in 
other areas under. your jurisdiction ? 

Mr. Dawson. I don’t know. I think they are averaging up with 
houses all over the State. There is a spot that we have a little ques- 
tion, but it is not in this area. It is in northern Indiana. We got 
into some construction there that we had a lot of trouble getting them 
to meet specifications. 

I think this will stack up with the average any place over the State 
of Indiana. I think we are getting a pretty good job all through. 

Senator Bennett. Do you have any questions? 

Mr. Dinxtns. Just one question. 

Mr. Dawson, do you feel these FHA houses in Lawrence were 
needed by the people of Lawrence, and that they served a good pur- 
pose there ? 

Mr. Dawson. They certainly need it because everyone is being 
grabbed up just as fast as they can get them built. Outside of that 
area there is other builders building a lot of houses. They are going 
as fast as they can get them. 

Mr. Dryxrns. I mean was there a real need for these houses? 

Mr. Dawson. That is right. 

Senator Bennerr. You testified yesterday, or somebody did, that 
many of these houses are going through the VA rather than the FHA. 

Mr. Dawson. On this Property Management project. I think we 
are only getting 8 out of a total of 332 units. All the rest of them are 
going VA on account of the terms, downpayments, and their terms 
are so much better than ours today. 

Senator Bennetr. Does the VA come into the picture early 
enough so it does any inspection, or has it depended on your inspec- 
tion? 
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Mr. Dawson. Up to a certain point they depended on ours. I 
understand they are making personal inspection of every house before 
they close it today. 

Senator Maysank. That isthe law. 

Senator Bennetr. Mr. McGhee, have you contacted the Veterans’ 
Administration ? 

Mr. McGuer. I called them, I think it was last—I would have to 
check the record, but I think it was last Friday, their inspectors 

Senator Bennetr. What was the purpose of your contact? To 
complain about the workmanship ? 

Mr. McGueer. A story in the paper when I read it—I can’t quote it 
exactly, and I don’t think I have it with me, was that the FHA had 
removed the loan guaranty on this particular project, and at least 
that was the interpretation that I got from the story. 

Senator Mayrank. Mr. Chairman, may I ask Mr. McGhee if any 
of the veterans complained to him about the price they were paying 
for their houses? 

Mr. McGnrer. None have complained about the price. 

Senator Maypank. Did they complain about the houses, the type of 
houses they bought—the shoddy material, as you suggest might have 
been used ? 

Mr. McGuer. One or two I have talked to there— 

Senator Mayrpank. Did they talk to you or did you go and talk 
to them ? 

Mr. McGuer. When the VA people came out we went out together. 
They stopped and talked to some people. 

Senator Bennerr. Did you ask the VA people to come with you and 
inspect these houses? 

Mr. McGuer. I asked them to come out and talk with me. They 
came out, and we went around through the area. 

Senator Bennerr. They came to you before they went to anyone 
else ? 

Mr. McGuer. I couldn't say as to that. The difference in time was 
probably about 3 hours. T hey could have went some place else. 

Senator Bennerr. Do you know of any home builder or official of 
the town of Lawrence they contacted before they contacted you? 

Mr. McGuer. No, sir. 

Senator Bennetrr. Who were the VA people? Where did they 
come from ? 

Mr. McGuee. From the same building as Mr. Dawson here, the 
Century Building. They are on another floor. 

Senator Bennerr. It was the Indianapolis office? 

Mr. McGuer, Indiana State regional office and Mr. Burchholder, a 
Mr. Moross, and a Mr. Mitchell. 

Senator Bennett. Maybe this is the point at which we should ask 
you, Mr. McGhee: You have talked to the committee, staff and mem- 
bers, to the General Accounting Office, to the HHF A, FHA, and you 
have talked to the Veterans’ Administration. 

Is there any other Government agency with which you have dis- 
cussed this problem ? 

Mr. McGuer. Yes. 

Senator Bennerr. Would you tell us for the record ? 

Mr. McGuer. Department of Justice, the FBI, Post Office De- 
partment, 
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Senator MayBpank. Post Office Department ? 

Mr. McGuer. Yes. 

Senator Maynank. What has the Post Office Department got to 
do with housing ¢ 

Mr. McGuerr. The mails have been used in this case. 

Senator Mayank. That would be a matter for the Department of 
Justice. That is neither here nor there. I was curious to know. 

Mr. McGuee. There may be others. I can’t recall right now. 

Mr. Dinkins. How about the Budget Bureau ? 

Mr. McGuee. Yes. 

Senator Bennerr. Maybe we should ask you what your purpose 
was in each of these cases. Why did you contact the FBI? 

Mr. McGner. I think that is—I know it is in the record there, sir. 

Senator Bennerr. Since I don’t know, will you repeat it again ? 

Mr. McGuer. On the Wednesday following the exact date—on 
Wednesday, following September 20, 1953, after we had sent. off the 
telegram to the Attorney General, two Indiana Senators and Albert 
M. Cole, I called the FBI and gave them the information that I had 
at that time. 

Senator Bennerr. What kind of information? With respect to 
the failure of your—— 

Mr. McGuer. It was on this water project, basically, at that time, 
and the telegram that I received back from Mr.—the chief of the 
Internal Crime Section, Ben Brooks. I think there is a copy of that 
in the record also. He requested me to turn over additional informa- 
tion, either to his office and/or to the local office of the FBI, which I 
have done as time went by. 

Mr. Dinxrys. Mr. McGhee, do you have any idea how many thou- 
sands of dollars you may have cost the taxpayers in precipitating all 
these investigations by the numerous Government departments, all on 
the same general situation in Lawrence? 

Mr. McGuer. When a thing is wrong, Mr. Dinkins, it should be 
corrected. I think you agree with me, and I believe honestly and 
firmly that this thing is wrong. 

Mr. Dinxrns. Do you think it was necessary to call upon so many 
different Government departments, without one knowing what the 
other was doing, and have them all come down and make independent 
investigations ¢ 

Mr. McGuer. Each one of these agencies have authority only to a 
certain point, and authority only over certain things. 

Senator Bennerr. May I interrupt at this point to suggest that the 
Senate Banking and Currency Committee has the power to bring all 
of these agencies into this kind of a hearing to discuss the problem. 
So that it was not necessary from my point of view for you to go inde- 
pendently to each agency and set in motion a whole series of parallel 
investigations, 

Mr. McGueer. I will concur with the Senator, but if the Senator 
will look at the record, it was September 20 that we sent a telegram 
off to the chairman of the Banking and Currency Committee, and it 
is now some 11 months later. 

Senator Bennerr. In the meantime, the court has adjudicated the 
case to the extent that—— 

Mr. McGuerr. To the extent the evidence is in the record, Senator. 
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Senator Bennett. To the extent the court decided there was no 
cause for action. Is that a fair statement? 

Mr. McGuer. No, sir. I was serving as my own attorney, and I got 
very little evidence into the record, and there were seven attorneys 
opposing me. 

Senator Bennett. Are you saying the courts of Indiana cannot be 
trusted to do justice? 

Mr. McGuer. No;I am not. Ihave high respect for Judge Nibleck. 
I think he is a very capable man, and he could only rule upon the evi- 
dence in the record. 

Mr. Dinkins. You made the statement several times as to serving 
as your own attorney. Isn’t it a fact you have in the past 2 years 
engaged other attorneys, 2 attorneys, to represent you in other liti- 
gation ? 

Mr. McGuerr. No,sir. I did that on one occasion. 

Mr. Dinkins. One attorney / 

Mr. McGuer. Yes, Mr. Duvalle. 

Mr. Dinxrns. Didn’t he represent you in more than one case? 

Mr. McGuer. Yes, but you are using the term “employment,” and 
it was only in this last case that he obtained a fee. 

Mr. Drnxins. I was only trying to distinguish between the cases in 
which you acted as your own attorney and those in which you had 
an attorne y to represent you. 

Mr. McGuer. The only time he represented me in court was briefly 
on a demurrer on the water suit, and the hearing on that demurrer 
lasted some 10 or 15 minutes. 

Mr. Dinxrns. If he didn’t charge you any fee why didn’t you have 
him represent you in this other case in which you represented your- 
self ? 

Mr. McGuee. Because he has other work which necessitates earn- 
ing a fee, and he could not serve when this hearing came up, so he said, 
“You know the case better than I do,” and he says, “You can prob- 
ably do as good a job.” 

Mr. Dinxtns. You asked him to represent you and he refused 
that case? 

Mr. McGuer. No, he didn’t refuse to. I dismissed him from it 
because he had been very helpful all the way along. 

Senator Bennerr. I think, Mr. Dawson, we can excuse you. T have 
no further questions unless you do, Senator. 

Senator Maypank. I don’t have any further questions. 

Senator Bennerr. You may leave. 

There are a number of you who have planes to catch, I understand. 
It is now 3 o’clock. If you feel yourself in danger of missing your 
connections we will be glad to excuse you. 

We have two more witnesses. The first is Mr. Richard L. Fisher, 
who is vice president and manager of the Property Management Co., 
Inc. We will hear you first, Mr. Fisher. 

Senator Maynank. Who are the other witnesses? 

Senator Bennerr. Mr. Bauer, another builder. 

Do you swear the evidence and testimony you are about to give in 
this investigation is the truth, the whole truth, and nothing but the 
truth, so help you God? 
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TESTIMONY OF RICHARD L. FISHER, LAWRENCE IND., VICE 
PRESIDENT, PROPERTY MANAGEMENT, INC. 


Mr. Fisiser. I do. 

Senator Bennerr. Mr. Fisher, will you identify yourself for the 
reporter, please. 

Mr. Fisuer. Richard L. Fisher, 8252 East 48th Street, Lawrence, 
Ind., vice president, Property Management, Inc. 

Senator Brennerr. Have you been the responsible executive in 
charge of the operations of Property Management, Inc., in all of its 
Lawrence operations? 

Mr. Fisuer. Yes, sir. 

Senator Bennert. You have heard the question raised with respect 
to the quality of your workmanship and the quality of the Harrison 
Park subdivision. 

Were you required by FHA inspectors to correct any situations 
that they thought they found wrong? 

Mr. Fisner. At all times; any time they found anything wrong it 
was corrected to their satisfaction. 

Senator Bennerr. Was it on your project that these footings which 
Mr. Dawson referred to were found ? 

Mr. Fisuer. Yes, sir. 

Senator Bennerr. How many were there? 

Mr. Fisner. There was one; and Mr. Ruble, the chief architect, 
came out and he examined the footing, and he says, “There is some 
question about whether or not it is on fill or not,” but he said, “The 
fill it is in is well compacted and clay, and the footing would never 
move,” but, he said, “Under the circumstances I am going to ask you 
to correct it,” and I said, “The one next to it is just like it. I will 
correct it also,” and I did underpin those two footings. 

Senator Bennett. Is your company connected with the Shelby 
Construction Co. ? 

Mr. Fisuer. The principals of the two companies are the same. 

Senator Bennett. Is there any corporate relationship in which one 
corporation is subsidiary to the other ? 

Mr. Fisuer. Not to my knowledge; no, sir. I don’t think any cor- 
poration owns any stock 1n the other corporation. 

Senator Bennett. When the Shelby Construction Co. was sus- 
pended from building FHA projects, was your company suspended ? 

Mr. Fisner. Our company has never been suspended from building 
FHA projects. 

Senator Bennett. It is not now suspended / 

Mr. Fisner. From building FHA projects, no sir. 

Senator Bennett. Is it suspended from building any projects under 
the Government building program ? 

Mr. Fisner. No, sir. 

Senator Bennett. Did you 





Mr. Fisurr. That is Mr. Leader—Leader. I am with the Shelby 
Construction Co., and T had better correct that statement. 

Senator Bennett. Mr. Leader, will you be sworn, that the testi- 
mony you are about to give in this investigation is the truth, the whole 
truth, and nothing but the truth, so help you God? 
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TESTIMONY OF LEWIS LEADER, NEW ORLEANS, LA. 


Mr. Leaner. I do. 

Senator Ton rr. Will you identify yourself? 

Mr. Leaver. Lewis Leader, 600 Iona Street, New Orleans, La. 

I think, perhaps, Senator, that Mr. Fisher is referring to the 
Property Management’s status with respect to the FHA. 

Senator Bennett. That is what I am referring to. 

Mr. Leaver. That is why I don’t want the confusion to exist in 
your mind because the Shelby Construction Co. was put on the list 
which precluded them from getting further commitments with the 
FHA. I don’t want that confusion to exist. 

Senator Bennert. I used the word “suspension.” Did that sus- 
pension extend to Property Management ? 

Mr. Leaver. No; those commitments were issued a year ago. 

Senator Bennerr. You haven’t been applying for further commit- 
ments in the name of Property Management ? 

Mr. Leaver. No, sir, that was organized for that one job and those 
commitments were already in existence prior to the investigation. 

Senator Bennerr. So Mr. Fischer’s answer is correct with respect 
to the Property Management Co. ? 

Mr. Leaner. It is with respect to Property Management. 

Senator Bennerr. I am glad to have your addition to the record. 

Mr. Fisher, did Mr. McGhee come to your job? He has testified 
earlier that he has—I don’t know quite how to put it—since he is a 
member of the building and zoning board, if that is the correct 
name—— 

Mr. Dinxrns. Planning and zoning board. 

Senator Bennetr. Of the town of Lawrence, he has ex officio rights 
as an inspector. Did he come to your job? 

Mr. Fisuer. He did; yes, sir. 

Senator Bennerr. Frequently ? 

Mr. Fister. I would say quite frequently until he was removed 
from the planning and zoning board, which he testified about this 
morning. 

Senator Brnnerr. Since he has been reinstated by the order of the 
attorney general of Indiana, has he returned as an inspector to your 
job? 

Mr. Fisuer. I have never seen him, but I know that he has been out 
there. I saw a picture of him in the paper, in which he was on my 
job, but I didn’t see him myself. 

Senator Bennerr. Mr. Fisher, in the testimony that you gave yes- 
terday, you submitted for the record a number of letters from—are 
these tenants or purchasers ? 

Mr. Fisuer. Purchasers, and there are probably 2 or 3 tenants on 
there. They are all occupants of these homes, and not over 4 or 5 
of them are tenants. 

Senator Bennerr. Did you solicit this petition? 

Mr. Fisuer. No, sir; I did not. 

Senator Bennerr. Would you like to read it into the record? 
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Mr. Fisner. Yes, sir. 


August 7, 1954. As residents of Harrison Park we are being served with 
water, gas, sewage, and electricity to our complete satisfaction. We have full 
confidence in the owners and management of the subdivision that all unfinished 
work will be carried out as quickly as possible. 

We are satisfied with the quality and workmanship in our homes and believe 
that the price was as low or lower than comparable homes in the Indianapolis 
area. Minor defects are being corrected promptly by the contractors. 

(The signatures attached to the petition will be found in the files 
of the committee. ) 

Mr. Dinkins. What is the date of that, Mr. Fisher / 

Mr. Fisuer. August 7, 1954. 

Mr. Dinkins. Is that signed by 100 homeowners? 

Mr. Fisuer. It is signed by 100 homeowners in my project. If time 
had permitted, I feel I could have gotten more. I had to leave Sun- 
day afternoon. 

Senator Bennerr. The question has been raised about reinforcing 
bars. I hold in my hand a copy of the letter over the letterhead of 
Elvan F. Seotten, professional engineer in Indianapolis, addressed to 
Property Management, Inc. : 

I hereby certify that I have examined the revised foundation plans showing 
%-inch reinforcing bars in the footings for the houses built in the Harrison Park 
and find it adequate for the building they were designed for. 

That is simply a gratuitous opinion from an engineer who had no 
official standing ? 

Mr. Fisner. That is correct. 

Senator Bennerr. That is dated August 7, 1954. In the record 
yesterday, and therefore in the record today, is also a letter from 
the building inspector of the town of Lawrence: 

All work was performed in accordance with plans and specifications and all 
work was found to meet construction standards for this type of building. 

And the third letter is from Mr. Richardson, who was president. 
of the town board; you were, however, not present on August 7, 
when this letter was written ? 

Mr. Ricnarpson. That is correct. 

Senator Bennerr. The letter says: 

I would like to advise interested parties that the sewer and water installations 
in your subdivision were made by the town of Lawrence acting through their 
contractors. This part of the work was entirely under the control and direc- 
tion of the town of Lawrence and their representatives. Your company did 
not have the authority to direct or supervise the work. 

We will put those in the record again. 

(The letters referred to follow :) 

INDIANAPOLIS, IND., August 7, 1954. 
PROPERTY MANAGEMENT, INC., 
Lawrence, Ind. 

GENTLEMEN: I, hereby, certify that I have examined the revised foundation 
plans showing %-inch reinforcing bars in the footings for the houses built in 
Harrison Park at Lawrence, Ind., and find them adequate for the building they 
were designed for. 

Yours very truly, 


ELVAN F. Scorren, 
Professional Engineer, Indiana, No, 6435. 
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Aveust 7, 1954. 
Re Harrison Park Subdivision, Lawrence, Ind. 
Mr. R. L. FISHER, 
Superintendent, Property Management, Inc., 
Lawrence, Ind. 
DEAR Mr. FisHer: In regard to the above-mentioned subdivision, I was build- 
ing inspector for the town of Lawrence during construction of this project. 
All work was performed in accordance with plans and specifications and all 
work was found to meet construction standards for this type of building. 
Yours truly, 
WILL C. Hays, 
Building Inspector Town of Lawrence, Lawrence, Ind. 


———— 


Aveust 7, 1954. 
Mr. R. L. FISHER, 


Vice President, Property Management, Inc. 
Lawrence, Ind. 

Dear Mr. Fisner: In reply to criticism recently directed at your subdivision, 
Harrison Park, Lawrence, Ind., I would like to advise interested parties that the 
sewer and water installations in your subdivision were made by the town of 
Lawrence acting through their contractors. This part of the work was entirely 
under the control and direction of the town of Lawrence and their representa- 
ives, 

Your company did not have the authority to direct nor supervise this work. 
Yours truly, 
A. E. RICHARDSON. 

Senator Bennerr. Do you know of any complaints of a serious 
nature which were directed against your project which remain un- 
satisfied ? 

Mr. Fisner. By owners or occupants ? 

Senator Bennett. Or anyone else. 

Mr. Fisrer. There have been serious charges made. 

Senator Bennetrr. By whom? 

Mr. Fisurer. By Mr. McGhee, and he is, I feel, the instigator of 
these charges. 

Senator Bennerr. What is the nature of these charges? 

Mr. Fisurer. That we performed shoddy construction, and that we 
cheapened the house, in such a manner as to cause the veteran to pay 
more than the house was worth. 

Senator Bennett. That is stated in this statement this morning. 

Mr. Fisuer. He has made numerous statements to the newspapers 
which are completely unjustified and unfounded, as far as we are 
concerned. 

Senator Bennerr. What is your reply to those charges? 

Mr. Fisuer. To the committee, I would like to make this reply: 
That they are completely unfounded and untrue and the implication 
is untrue. 

Senator Bennerr. What is the implication ? 

Mr. Fisuer. That we performed shoddy work and defrauded the 
veterans, or the people who bought the homes. 

Senator Bennerr. It seems to me that is a straightforward state- 
ment rather than an implication but that is quibbling over words. 

Mr. Fisuer. I have never run a job in which that took place, and 
if I have ever substituted anything on a job, which wasn’t in accord- 
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ance with specifications there would be cause for immediate dis- 
missal. That is the policy of our company. If the superintendent is 
found to che: upen or downgrade the spec ifications. 

Senator Bennerr. Do you have any questions? 

Mr. Drvxrns. No, sir. 

Senator Bennerr. No further questions, Mr. Fisher, then. 

Mr. Bauer, will you come and be sworn ? 

sefore we take you off the stand, Mr. Fisher, do you want to say 
anything for the record about the threats that you mentioned this 
morning / 

Mr. Fisurer. That Mr. McGhee mentioned? 

Senator Bennett. Yes. 

Mr. Fisurr. Yes, sir. I would like to explain that. 

At the time this water controversy was going on between us, as to 
whether or not the town of Lawrence should take Indianapolis water 
or put in their own water, I was contacted—I don’t remember by 
whom, but a represent itive of Mr. McGhee’s, in which he asked us 
to support his position. I told Mr. McGhee, or this representative, that 
I had an agreement with the town to furnish me water, that I had 
agreed to pay the town what they asked me, I think it was $150 a tap, 
and that it was immaterial to me where they got the water, as long as 
I intended to live up to my agreement with the town, and I expected 
them to furnish me water. I didn’t care where they got the water, 
and so then Mr. McGhee called one of my superiors and told him that 
I was on the wrong side of the political fence in Lawrence; that I was 
incompetent to run the job, and generally was giving me a pretty bad 
time, so this official, Mr. Kuntz called me—— 

Senator Bennerr. Will you identify who Mr. Kuntz is? 

Mr. Fisuer. Mr. Kuntz is an official of Propery Management and 
superior to me. In other words, he is my boss. 

Senator Bennetr. What is his title? 

Mr. Fisner. I would say he is executive vice president. 

Senator Bennerr. Does he live in Lawrence? 

Mr. Fisuer. No, sir. He lives in New Orleans, and this long- 
distance call was made, so I thought that was carrying politics a little 
bit too far in that he was entering into a relationship between my- 
self and my employer, which I didn’t think was justified, and I called 
him and I made some remark to him to the effect that I was going 
to knock him 

Senator Bennerr. By “him” you mean Mr. McGhee? 

Mr. Fisner. Mr. McGhee—that I was prepared to knock his block 
off, or words to that effect, if he attempted in any way to injure my 
position with my company by phone calls, and I would say that it was 
in the heat of this—I mean I was upset about this, and that is the 
reason I did it; I mean the reason I said what I said to him, and I 
don’t think he was disturbed particularly. He didn’t put me under 
a peace bond or anything. 

Senator Bennerr. That is the threat story ? 

Mr. Fisurr. That is as I recall it; yes, sir. 

Senator Bennerr. O. K. Thank you. 

Now, Mr. Bauer, will you be sworn? 

Do you swear that the testimony you are about to give in this 
investigation is the truth, the whole truth, and nothing but the 
truth, so help you God ? 
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TESTIMONY OF JOHN E. BAUER, INDIANAPOLIS, IND. 
Mr. Bauer. I do. 


Senator Bennerr. Will you identify yourself, please 

Mr. Baver. John E. Bauer, 6101 North Olny, Indianapolis, Ind., 
builder and developer. 

Senator Bennetr. Mr. Bauer, which projects have you built? 

Mr. Bauer. We are building Brook Haven. 

Senator Bennerr. You have heard Mr. Fisher's testimony. Could 
you tell the committee whether you have had any similar experiences 

Mr. Baver. I don’t believe to the extent that Mr. Fisher has. We 
have had a number of complaints, but I don’t think to the extent that 
he has had. 

Senator Bennetr. Have you had any specific difficulties with the 
FHA inspectors? Has there been any substantial change in your 
specifications ¢ 

Mr. Baver. No, sir. We had a call along last fall from the FHA 
office, and they said they had a complaint that our waterlines were 
only 2 feet under the ground, and Mr. Ruble was out there, and I met 
him, or had one of my men meet him. They looked them over. They 
did not find anything of that kind. 

Senator Bennerr. Then you actually investigated that particular 
complaint in conjunction with Mr. Ruble, who is the chief architect 
of Indianapolis FHA # 

Mr. Bauer. Yes, sir. 

Senator Bennerr. Were there any other complaints made about 
your construction ¢ 

Mr. Baurr. Very few. There was a complaint regarding our 2 by 
3 inside partition studs, which meets all FHA requirements, meets 
the town of Lawrence’s requirement. They are not load bearing, and 
they are only, you might say, a curtain wall. We had that complaint. 
We had a compl int on our stresses, and we furnished stress analysis 
on that, and they met FHA specifications. Our plans went through 
and our houses were built exactly the way they were originally 
planned, and they all met FHA’s mean property requirements. 

Senator Bennetr. Did you have any subst: antial change orders 
which materially affected the houses 

Mr. Bauer. The only change order shins we had was a change on our 
street specifications. Our original street specifications called for a 
27-foot roadway, with a 6-inch concrete—it was curb and gutter, 
26-foot from back of curb to back of curb, concrete roadway. Due to 
delays in Lawrence, caused by the suits that were filed against the 
water and the sewer, we saw the winter season coming on us, and we 
changed our roadways from 27-foot concrete to a 30-foot macadam 
roadway, 2 inches of macadam. At the time we did that we did it with 
the full knowledge of FHA and to protect both ourselves and FHA 
we notified each purchaser, who had made a deposit on a house by 

registered letter, giving them sufficient time to complain or talk to us 
about it if they weren't satisfied with it, to get their money back, and 
we had one « ‘ompl: Lint in writing, and that person purchased the house, 
and I believe is satisfied as of this date. 

Senator Bennerr. Do you believe that this delay was expensive for 
vou ¢ 
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Mr. Bauer. This delay was very expensive. 

Senator Bennett. Have you estimated how much it cost you? 

Mr. Bauer. As I told you in your private hearing yesterday, I feel 
a $50,000 figure is very conservative. Just for the sake of argument, 
awhile ago I wrote down on a scratch pad the items I can enumerate, 
and they amounted to about $33,000. 

Senator Bennerr. That involves not only the inevitable added cost 
because—did you actually stop work on any buildings? 

Mr. Bavurr. Yes, sir; we did. 

Senator Bennerr. Did it del: ay your sales program ? 

Mr. Baver. Yes, sir; very much. I would say that—I am only 
quoting from memory, but I would say almost every house in our first 
group of 90 was sold at least twice. Some of them as many as 3 and 4 
times. 

Senator Bennetr. Why? 

Mr. Bauer. Because we were promising delivery dates, based on 
the sewer and water program; when the sewer and water program 
slowed down, and finally come to a stop, we couldn’t assure the people 
of having a house, and we would give them back their money, and 
then we would look for new buyers. 

Senator Benner. That is interesting evidence that there are plenty 
of buyers for the houses if you could sell each one 3 or 4 times. 

Mr. Baver. There was a lot more buyers last year than this year, 
and I believe that will be borne out by almost every real-estate man in 
the country. 

Senator Bennett. Do you have any other questions? 

Mr. Drnxrns. Yes, sir. I have two questions. 

Mr. Bauer, I understand you had originally planned to complete 
these houses in 1953; is that right? 

Mr. Baver. No, sir. I planned to complete the entire project in 
1954. I planned to complete approximately 90 of them in 1953. 

Mr. Dtnxtns. About how long would you say you were delayed in 
your building program ? 

Mr. Bauer. I would say about 6 months. 

Mr. Dinxrns. Do you blame that entirely on these suits filed by Mr. 
McGhee ? 

Mr. Bauer. Yes, sit 

Mr. Dinxrns. Mr. Bauer, in addition to the FHA inspection on 
these houses of yours, were they also inspected by electrical inspectors 
for the town of Lawrence ? 

Mr. Bauer. They were inspected by the building inspector, Bill 
Hays; they were inspected by the electrical inspector, they were in- 
spected by the plumbing inspector, a man by the name of Barco, and 
they were inspected by their outside inspector—— 

Mr. Ricuarvson. McCoy. 

Mr. Bauer. McCoy. 

Mr. Dixnxrns. You don’t have any doubt in your mind about your 
project being well inspected ? 

Mr. Baver. They were inspected by the FHA and VA inspectors. 
I think they were very well inspected. 

Senator Bennetr. Do you know of any source of inspection that 
could possibly be added to those? 

Mr. Bauer. No, sir: I do not, exe ept McGhee. He inspected them 
several times. 
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Senator Bennerr. Do you have any other questions? 

Mr. Dinkins. No, sir. 

Senator Bennerr. Thank you, Mr. Bauer. 

Now, Mr. McGhee, if you would like to come back we will be glad 
to discuss some things that may be on your mind, and we have 1 or 2 
on ours that we would like to talk about. 

Are there any of these gentlemen whose presence you may require 
or may I set them free ? 

Mr. McGuer. Well, perhaps you may have some additional ques- 
tions on some of them, except for Mr. Bauer. ‘There is only one point 
l might clear up that he didn’t state there. 

In the 2 by 38 studding on his partitions, and his stress, that was 
never complained on by myself. 

Asa matter of fact the only objection I have ever had to his project 
was the change order on the streets, and the mains we are talking 
about, 2 or 3 people here; were not mains but service connections on 
one portion of his street, in a part that was shallow, which is none of 
his Jurisdiction, but I think that is about it. If he concurs on that, 
I think that finishes Mr. Bauer. 

Senator Bennerr. Do I understand that you may want to or there 
may be necessity to question some of the other people and Mr. Bauer 
is the only one that you feel is free ¢ 

Mr. McGuer. That I know of because I don’t know how this will 
develop. 

Senator Bennerr. In order to be fair to these people—some of 
them have airplane connections—may I say that as of now the com- 
mittee will not expect to detain any of you any longer. You may go 
at your convenience. We appreciate your coming down and appearing 
in this hearing today. 

Senator Maypank. Mr, Chairman, might I make a suggestion ¢ 

Senator Bennerr. Yes, sir. 

Senator Maypank. Since I have no questions to ask of these gentle- 
men any further, and I don’t know that you have or our attorney has, 
and, of course, Mr. McGhee has acted as his own attorney, why not 
give Mr. McGhee, say, 10 minutes in rebuttal and end it that way ? 

Senator Bennetrr. How much time would you require to go through 
the notes that you have? 

Mr. McGuer. Not too long. 

Senator Maysank. Whatever you want. I mean there is no need 
to keep the witnesses, 

Senator Bennerr. Good. 

Mr. McGuer. You may have some additional questions after I get 
done with these gentlemen. I don’t know. 

Senator Mayspank. How long will you take? 

Mr. McGuer. I would say 10 or 15 minutes. 

Senator Bennerr. We won’t hold them if it means missing a con- 
nection to get out of Washington. The bells are starting to ring for 
us again, 

Mr. McGuer. The Lawrence—the tap fee referred to in Mr. Sew- 
ard’s testimony of $150 was found illegal by the public utilities com- 
mission in their hearings in January, which is in the record. The town 
then applied, or the water board then applied for an $80 tap fee 
which is equal to the highest tap fee of the municipality, according 
to the information of the public service commission personnel in the 
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State of Indiana, and that city, that has the highest is Evansville, with 
very wide streets, which are all paved. 

Senator Bennett. Is that true, Mr. Richardson? 

Mr. Ricuarpson. That is not true, sir. Our request, after the pub- 
lic service commission did rule that the $150 tap fee would not be 
allowed the town of Lawrence, unless we could substantiate why we 
asked that or charged that amount, and it entered into the Federal 
participation. We needed that in order to give adequate water service 
to the ones building the new building. It took $150, as the applicant’s 
participation in the fund. Therefore, we had to substantiate how 
much we could really ask the public service commission to give us, 
based upon the cost, of which the town was paying for labor and ma- 
terial to install these taps, and as of the findings taken from our official 
records, the public service commission, State of Indiana, issued us a 
$90 tap fee and a $60 aid to construction from the contractors in order 
to fulfill at the Federal requirements. 

Senator Bennerr. So the amount in the end will be the same? 

Mr. Ricuarpson. The amount in dollars and cents will be the same. 
It has been fully approved by the Public Service Commission at public 
hearings. 

Mr. McGuer. With regard thereto, this water board was charging 
$150, whether the man was in the old section of the town or the new 
section of the town, by a tap either that was passed by a motion of 
the water board, which was determined illegal, and no tap fee could 
be retroactive. That is all part of the record. Then the aid to con- 
struction, the water officials were told, could be any amount. You can 
give an organization any amount but they could not charge, which is 
what they were doing. 

Senator Maypank. Mr. Chairman, I might say this to Mr. McGhee. 
[ am glad he brought this out but this is not a question for us to deter- 
mine, what the State of Indiana or the town council of Lawrence 
determines. 

Senator Bennerr. That is right. 

Senator Mayrank. I don’t think it is within our jurisdiction. All 
during OPA and all during controls, we never interfered with public 
service commissions. 

If rates were set on telephones or water, they were always exempted 
by the Congress of the United States. I just want Mr. McGhee to 
know that. 

I can appreciate your sincerity but that jurisdiction is not in this 
committee, nor is it in the Congress of the United States, to the best 
of my knowledge. It is in Indiana. 

Mr. McGuer. It is in the Public Service Commission of the State 
of Indiana. 

Senator Bennerr. You may proceed. 

Mr. McGuer. The record wants to be correct. 

Senator MAyrank. I am not arguing with you about correcting 
the record, but that is no business of the Federal Government. 

Mr. McGuer. That is right. 

Mr. Dinkins. Mr. Chairman, I notice that Mr. McGhee makes 
frequent reference to the laws of the State of Indiana. I am not 
familiar with the laws of Indiana. I don’t know how far this com- 
mittee cares even to go into that, but Judge Martin is present and I 
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would simply suggest that if some question of law arises which the 
committee wants to know about, he may then answer it. 

Senator Maysank. The only question of law, as I understand it, 
is that I believe in State laws, period. 

Senator Bennerr. Go ahead, Mr. McGhee. 

Mr. McGuee. I draw your attention that in the record is the Geo- 
logical Survey regarding the ground-water supplies in that area, and 

talking with Mr. Sew: ard relative to his testimony at recess, he didn’t 
know which well he was referring to at Fort Harrison. 

Some of the wells at Fort Harrison are drilled into the Fall Creek 
Basin, right within stone’s throw of the creek, and naturally their 
capacity would be very high. ‘That was one point there. 

The Indianapolis Water Co. proposal of November 11, and its 
amending letter of March 21, was never ae red at a board meeting. 

Senator Maysank. What do you mean by a board meeting ¢ 

Mr. McGuer. A town or water board meeting, a public meeting. 
It was never disc ussed., 

As to Mr. Store’s statement, which I put into the record someplace 
along here, the Indiana Fire Rating Bureau does not engage in any 
kind of controversies. This is the summary of the conversation I had 
with that department. If the town officials would ask them for an 
opinion they would be very glad to give it to them. 

Senator Maynank. There, again, that is a purely local matter 

Mr. McGuer. Yes. Let me go a little bit further. If, when this 
project is completed, the fire flow is not adequate, and the pressure is 
not adequate, that will be reflected when they test the mains and run 
their checks, and which other things enter into it besides water; that 
is, the fire trucks go into it, and the type of fire department, and all 
that, and that efficiency of fire fighting is reflected in the insurance 
rates. 

Senator Bennett. I am sure the committee is aware of that, but 
wouldn’t that be true under any water system that was put in, the 
determination of the adequacy of the system would be made after it 
was installed and ready to operate ? 

Mr. McGuer. That is right. There are certain adequacies you can 
determine prior as to main sizes and the amount of water that will 
pass through, and so forth. I think in one of the letters of the Indian- 
apolis Water Co. to the town board said that why they required the 
t metering points was to supply 1,500 gallons of water per main, 
because the main sizes were so small they could not take away from the 
Indianapolis water system 1,500 gallons a minute, other than at 4 
inetering points. 

Mr. Dinxtns. Mr. McGhee, how do you know the proposal by the 
Indianapolis Water Co. was not considered by the town board or water 
board ? 

Mr. McGuer. Because I have attended all the meetings of the town 
board except the one in February of last vear, 1953, and the one in 
July, while I was down here at the executive session. 

Mr. Dinkins. Did you hear Mr. Richardson’s testimony that they 
had been fully considered ? 

Mr. McGurer. Well—— 

Mr. Dinkins. Is that correct, Mr. Richardson ? 

Mr. Ricnarpson. The proposals of the Indianapolis Water Co. were 
delivered by a representative of the Indianopolis Water Co. to all 
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board members, and it was discussed, perhaps not openly, although 
there were numerous open meetings held at the schoolhouse, the public 
meetings. 

Mr. McGuer. The meeting at the schoolhouse you referred to—— 

Mr. Ricuarpson. I was not there. 

Mr. McGurr. No member of the town board was there. 

Mr. Ricuarpson. There was never a plan submitted at the town 
board. You couldn’t participate in open meeting when they didn’t 
have facts enough to talk about it. Therefore, they did not attend by 
their own choosing. 

Senator Mayrank. That is in substance what Mr. Norris said this 
morning, that they had never gotten down to any final plans, as I 
understood him. I don’t want to refer back to the record, but that is 
what I have in my mind. 

Mr. McGueer. It is in the record that the water board made up of 
persons other than the town board in the early part of 1952 entered 
into a contract—and this is in the State board of accounts record 
there—entered into a contract with the engineering firm of Boyd 
Phelps, Inc. The mere fact that they entered into that contract showed 
that the water board felt that they were operating under the 1933 act, 
455305 of the State of Indiana, giving the water board the exclusive 
power to enter into any and all contracts without ratification and by 
law, whenever a town sets up a water board, which also in the State 
board of accounts—— 

Senator Bennerr. Let’s stop at this point, Mr. McGhee. I recog- 
inze your contention that the water board alone had the power to 
make this contract with the Federal Government. 

Mr. McGueer. If we can set that down that way. 

Senator Bennerr. We recognize it is the contention of the HHFA 
that it had to deal with the town council. This committee cannot 
resolve that contention, so the record can show the existence of the 
disagreement. 

Senator Maypank. I think that, Mr. Chairman, but I also think 
the record should show that the law requires that the HHFA—I was 
chairman when we passed this particular legislation long ago—or the 
FHA, whoever it might be, is supposed to deal only with the governing 
body of a city or of a county or of the community. 

That is the law. 

Senator Bennerr. Mr. Martin? 

Mr. Martin. The judgment of the superior court, Marion County, 
Ind., was against Mr. McGhee on this contention. It has been finally 
settled by a judgment of that court that the water board was not the 
authority, the proper authority to enter into these contracts. It was 
the town board. 

Senator Maypank. Let me add this to it and I want Mr. Seward 
to correct me if Iam wrong. The law which was passed was to the 
effect that you had to deal with the governing body of a city or county, 
not with the police department or fire department or water board or 
something else. 

Mr. Sewarp. That is right. 

Mr. Martin. The existing boards have all been made by authority 
of the town. 

Senator Bennerr. This material you are discussing is in the record, 
Mr. McGhee and I can see no point in continuing the discussion, 
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because as I say, there is a basic disagreement, and with the informa- 
tion that the court has decided, there is no point in continuing that 
here, or add it to the record again. 

Mr. McGuer. The exact phrase ology of both the laws of the State 
of Indiana—just this one point, sir—the State of Indiana and Public 
Law 139 is the appropriate political subdivision. 

Senator Bennett. The courts have interpreted that. 

Mr. McGuer. There is one thing that hasn’t been discussed here 
yet, and it may be the nut of the whole thing. The form of the Hous- 
ing and Home Finance Agency, and the P ublic Health Service, de: ling 
with the 1951 act, Public Law 139, as amended, on page 2 in the portion 
of the certification—I think it is the second item of five items of cer- 
tification—I am going by memory because it has been a long time 
since I have seen this particular document. 

It was very hard to get to see it; it says the project can not other- 
wise be provided when needed. 

Senator Maynank. What is that ? 

Mr. McGuer. The project cannot otherwise be provided when 
needed. Now that is a portion of the chief executive officer of the 
appropriate political subdivision, and this particular document on 
Indiana 12 CF 1, the water project, was signed by Mr. A. E. 
Richardson. 

Now there are, was, available other ways than using the Federal aid. 

Senator Bennerr. Is that—— 

Mr. McGuer. I think the record will reflect that. That is my opin- 
ion of what the record will reflect. 

Senator Bennerr. Is that the issue you are trying in the Federal 
court ? 

Mr. McGueer. On that, that Federal law is too complicated for me 
and I am leaving that up to the attorney on that point. 

Senator Bennerr. You have filed a suit, as I understand it, and 
all other defendants have been eliminated except the Housing and 
Home Finance Agency ¢ 

Mr. McGuer. That is right, because of jurisdiction. 

Senator Maynank. As I recall, the phrases “otherwise needed” or 
“otherwise available” mean by the judgment of the community itself. 
I mean there is no community that could get any Federal funds if they 
were otherwise available, except under certain circumstances. It was 
testified here by the engineer, Mr. Fraps, that he believed it was for 
the best interest of the community and that it was better to have gone 
this way than to have gone with the Indianapolis Water Works. 

Senator Bennerr. Mr. McGhee, it seems to me that we are in this 
state at this point: The decision was made. The water system is 
within 90 days of being finished, according to somebody’s testimony. 
We can’t destroy it and— 

Mr. McGuer. You mean it is in a condition of fact accomplished ? 

Senator Bennerr. That is right. 

If there have been transgressions of the law, men can be brought in 
and punished for things they may have done, but I think at this point 
we can’t dig up the water system and replace it with another system. 
The chairman of this subcommittee is a little puzzled, in view of that 
fact, as to what can be accomplished by continuing further investiga- 
tion of the problem or unless it is conceivable that somebody has vio- 
lated the law. 
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Senator Maypank. Mr. Chairman, if somebody has violated the 
law, it is a question for the courts. 

Senator Bennerr. That is right. 

Senator Mayrank. If it involves the legislative or executive branch, 
we will gladly hear it. I see no question of a violation of our legis- 
lative authority. 

Senator Bennerr. Senator Maybank and I are sitting here under 
threat that the bell will ring again in a minute and we would like 
to get through this before it does ring. 

Mr. McGuer. I think I will go back to whatever questions you 
might have, Senator. 

Senator Bennerr. I have two. They will develop into more than 
two. 

In the letter written to Mr. Stone by Glamorgan Pipe & Foundry 
Co., signed by J. D. Burby, Jr., assistant treasurer, dated December 
3, 1953, Mr. McGhee stated he would go before the grand jury in the 
spring with this matter. 

The spring is past. Did you go before the Federal grand jury? 

Mr. McGuer. There was a mistake in my hearing the United States 
district attorney on that. I was under the assumption that he had 
arranged an appointment for me with the Federal grand jury, and 
I don’t know how it happened, but the Federal grand jury disbanded 
without my knowing it. Otherwise, I would have been there. 

Senator Bennerr. When do they meet again ? 

Mr. McGuer. In the fall. 

Senator Bennerr. Do you intend to take the matter to them ? 

Mr. McGuer. I would say at present, I would be undecided as to 
the future of what I am going to do. 

Senator Bennerr. I just raise that question because it, of course, 
has come up. 

We in the committee have a question. We would like to know who 
has supplied you with the finances on which you have conducted these 
investigations. Who paid for all the long-distance telephone calls? 

Mr. McGurr. My complete books and records are available for the 
committee. I don’t have those here. 

Senator Bennerr. Do you have a complete record of every con- 
tribution to this particular cause of yours? 

Mr. McGuer. No; I don’t have. 

Senator Bennerr. Do you have a record of all the expenses you 
have incurred and spent for this program ? 

Mr. McGuer. Well, my expenses to date, other than telephone calls 
and one trip to Washington have been practically nil. 

Mr. Dinkins. Practically what, sir? 

Mr. McGuer. Practically nil, except for telephone calls and post- 
age, gasoline, running in and out of town. 

Senator Bennerr. What do vou estimate has been the amount of 
money you have expended for te lep yhone calls? 

Mr. McGurr. I would hate to make an estimate on it, but T think 
the biggest telephone bill I ever had was in the first week after the 
telegram and it was something like—for the month, some $60 or 
something. 

Senator Maynank. Mr. Chairman, when he returns home, why can’t 
he file that so it won’t embarrass him now, if he doesn’t remember. 

Mr. McGnuer. I will be glad to send vou that. 
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Senator Mayeank. Certified copies. 

Senator Bennerr. The committee would like a certified report of 
the funds that you have collected for this program, from whom they 
were collected, and the amounts for which they have been spent. 

Mr. MoGuer. Now, on the telephone records, could you give me 
a letter to that effect so if I don’t have the long-distance slips, we 
might check ? 

Senator Maypank. We will send you a letter. 

Mr. McGuer. Or would my check be enough, because I paid the bill 
by check. 

Mr. Dinkins. You made all your long distance calls from your 
home ? 

Mr. McGurr. Yes. If I made any of them away, the charge is 
charged to my home phone. 

Senator Maynank. Mr. Chairman, I move the chairman of the sub- 
committee be requested to ask Mr. McGhee to obtain a record of calls 
and charges from the telephone company, the gasoline companies, and 
any other records of expenses he might have. 

Mr. McGuer. I don’t have any record of the gasoline. You buy it 
as you need it. It was just running into town. 

Senator Bennerr. You testified, as I understand it, you had no items 
of major expense except one trip to Washington ¢ 

Mr. McGuer. The second trip was paid for by the Banking and 
Currency Committee under subpena. 

Senator Bennerr. You are being paid for this trip by the Banking 
and Currency Committee. 

Mr. McGuer. Yes, sir. 

Senator Bennerr. One trip to Washington and a number of tele- 
phone calls then. 

We would like to have those telephone calls listed with the date the 
person cailed and the amount. 

_Mr. McGuer. I don’t think I could remember the persons calling 
sir. 

Senator Benner. Let’s correct it and say the date and the city 
called. The telephone company can supply that information. We 
would like to have it certified and added to our report. That will be 
from the time 

Mr. McGuer. September 20¢ That was the date of the initial 
telegram filed. 

Senator Bennerr. That is perfectly satisfactory. 

Senator Maypank. We will write him a letter. 

Senator Bennerr. Mr. Dinkins will prepare the letter for my 
slgnature. 

Mr. McGuer. Telephone calls and what ? 

Senator Bennerr. The expense of your trip to Washington. 

Senator Maypank. And any other expenses ? 

Senator Bennerr. And any other expenses you have gone to in this 
program of yours and the names and addresses of people who have 
made contribution to you for that purpose. 

Senator Maypank. Mr. Chairman, I think if he can furnish us 
that—the names of the people who contributed, his expenses, the funds 
he received, and file it in the record, as you suggest, unless Mr. McGhee 
has something else to say, I think we should recess. 





72 COMMUNITY FACILITIES—-LAWRENCE, IND. 


Mr. Dinkins. Could I ask two questions ? 

Senator Maypank. Certainly. 

Mr. Drnxins. Mr. McGhee, you testified a while ago about the 

various Government departments that you had cont: acted about. this 
situation. I want to ask you, did you also contact some other com- 
mittees of Congress in addition to the Banking and Currency 
Committee ? 

Mr. McGuer. No; I will have to think back. That goes back to 
April. 

Mr. Dinkins. May I help you out a little bit ? 

Mr. McGuee. If you can refresh my memory, I will be glad for you 
to do it. . : R 

Mr. Dinkrns. Did you contact a congressional committee, the Com- 
mittee on Government Expenditures ? 

Senator Bennerr. Senator Byrd’s committee ? 

Senator Maynank. Government Operations is Senator McCarthy’s 
committee. Government Expenditures is Senator Byrd’s committee. 

Mr. Dinkins. I am not sure of the name. 

Mr. McGuer. I talked to members of both of those staffs. Noth- 
ing has been done, to my knoweldge. 

Mr. Drvxrys. Did you invite both of those committees to also look 
into the Lawrence situation ? 

Mr. McGuer. I gave them the material or showed them the mate- 
rial Thad. I can’t think of the exact 

Mr. Dinkins. I understood you to say a moment ago, Mr. McGhee, 
the only out-of-town trip you made in connection with this matter 
was one from Lawrence to Washington; is that correct ? 

Mr. McGuer. There was one to the Chicago regional office, I think 
it was, but I went with a Mr. McReady. 

Senator Maypank. Who is he? 

Mr. McGuer. He happens to be a citizen of Lawrence. We took 
his car. 

Mr. Dinkins. Are you quite certain you haven't made two trips 
out to the Chicago office? 

Mr. McGuer. The other trip I was at Chicago—that goes way 
back into January, I think. I think I was at the Chicago office 3 times, 
2 or 3 times. 

Mr. Dinkins. In connection with the Lawrence project ? 

Mr. McGuer. Yes. The first one was January, way back; it was 
January 1952, and I was up there on other business and I stopped 
over there at that time. I had a talk with Mr. McCullough. 

Senator Bennerr. We will not adjourn these hearings. Rather, 
we will recess them so the record may be kept open for the material 
which you will send us and any other material that may come in. 
I would expect that we may want to hear from the Gener: al Account- 
ing Office, whom you contacted, before the hearings are finally closed. 

Senator Marpank. What did the General Accounting Office tell 
you, if I may ask? 

Mr. McGuer. They haven’t told me a thing. I wish they would. 
Most of these people that you talk to are very—I don’t want to say 
secretive, that isn’t the word. 

Senator Maynank. I would say they are very discreet. They 
know a matter of this kind ought to be settled in Lawrence, not in 
Washington. 
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Mr. McGuer. I concur with you, Senator. 

Senator Bennerr. I question the right of the General Accounting 
Office to make a report to an individual citizen. They can make a 
report to us, 


Senator Maypank. Certainly. The GAO is an agency of the 
Congress. 


Senator Bennetr. That is right. 

Mr. McGuer. I don’t think there was any indication they were 
ever going to make a report to me. 

Mr. Dinkins. Doesn't the evidence show they spent 2 weeks in 
Lawrence interviewing all the people? 

Mr. McGuer. That is according to Mr. Richardson’s testimony, I 
believe. That doesn’t mean they will make a report to me. 

Senator Bennerr. You said a minute ago, “I wish they would.” 
That is why the question was raised. 

Mr. McGuer. What I meant is I would like to see the report if 
they make one. 

Senator Maypank. If they make one to this committee, and Senator 
Bennett has asked for it, we will be glad to send you a copy of it. 

Senator Bennett. That is right, if we can put it into the record. 

Senator MAypank. Mr. Chairman, I move we recess. 

Senator Bennerr. We are now in recess and the record will be kept 
open. 

Mr. McGueer. I just want to thank you gentlemen for your time. 

Senator Maypank. I will tell you one thing: I want to add to the 
record. He wants to thank us for our courtesy and time. I want to 
say this: The chairman of this committee, Senator Capehart, of 
Indiana, always insists upon that. 

Senator Bennerr. There is no doubt about that. We tried to de- 
velop this problem as objectively as we could. 

Mr. McGuer. I realize you have. It is unfortunate it comes at this 
time when you are pressed so hard. I wish it could have been decided 
last September. 

Senator Bennerr. We are still pressed. We are all pressed. 

(Whereupon, at 3:52 p. m., the committee recessed to the call of 
the Chair.) 

(The executive sessions referred to, of July 7 and 8, 1954, and 
August 9, 1954, follow :) 


EXECUTIVE SESSION 
WEDNESDAY, JULY 7, 1954 


The hearing convened pursuant to notice in room F-59, United 
States Capitol, at 12:08 p. m., Senator Homer E. Capehart (chair- 
man) presiding. 

Present: Senators Capehart and Payne. 

Also present: William Simon, general counsel, and Thomas Ken- 
ney, assistant general counsel, FHA investigation. 

Also present: William J. McGhee, Lawrence, Ind. 

The Cuamman. Now, Mr. McGhee, give your name and address to 
the reporter, please. 

Mr. McGueg. My name is William J. McGhee, 8610 Pendleton 
Pike, Lawrence, Ind. 
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The Cuarrman. Have the record show that Senator Payne and 
Senator Capehart and our general counsel, Mr. William Simon, and 
our assistant counsel, Mr. Kenney, are present. 

Do you solemnly swear, Mr. McGhee, that the testimony you are 
about to give will be the truth, the whole truth and nothing ‘but the 
truth, so help» ae God ? 

Mr. McGuer. I do. 

I would like at this time to 

The CHarrMan. Let us ask you a few questions and then we will 
give you an opportunity to place anything you care to place in the 
record. 

What is your business, Mr. McGhee? 

Mr. McGuer. I am a photographer. 

The CratrmMan. In Lawrence? 

Mr. McGueer. In Lawrence, Ind.: yes, sir. 

The Crramman. But you live in Lawrence? 

Mr. McGuer. Yes. sir. 

The CuarrmMan. What isthe population of Lawrence ? 

Mr. McGuee. In the 1950 census, 1,953. 

The CratrmMan. Lawrence is a suburb of Indianapolis? 

Mr. McGuexr. It is a suburb of Indianapolis, but a separate cor- 
por: ate ent ity. 

The CratrMan. In other words, it is a separate city ? 

Mr. McGure. Town. 

The Cratrman. What did you say the population was? 

Mr. McGuee. 1,953. 

The CrarrMan. And it has a mayor? 

Mr. McGueer. It has a town board. 

The CramMan. It does not have a mayor? 

Mr. McGure. There are five members of the town board. 

The CnatrmMan. The population since 1950 has increased how 
much ? 

Mr. McGner. As of last fall it was approximately 2,700. Now, 
this is an estimate. It is as accurate as possible under the circum- 
stances. Since that time, the population has come up to around 3,100. 

The Crarrman. How manv new houses, would you say, are being 
constructed inside the city limits of Lawrence ? 

Mr. McGuer. With the new subdivisions having been added, there 
are 1.383 houses at one particular point, and to that have been added 
157 units, and there are other small builders building, I would say, an 
estimated 50 houses. 

The CnatrmMan. That would be a total of how many new houses? 

Mr. McGuer. Roughly about 1,600. 

The Cramman. About 1,600 new houses, with an average popula- 
tion of what, 4, in each house, would increase the population about 
what, 6,000? 

Mr. McGuer. The engineers use a figure of 3.5 people per house. 

The CramrMan. That would be 31. 

Mr. McGuer. The population will be about 8,000 in the next 3 
years, 

The Crarrman. When these houses are all occupied ? 

Mr. McGuer. Yes. 

The Cuairnman. And the said town of Lawrence is adjacent to Fort 
Harrison ? 
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Mr. McGurr. Adjacent and contiguous to Fort Harrison. 

The Cuamman. And the Federal Government just recently con- 
structed at Fort Harrison what they call the Finance Center ¢ 

Mr. McGuer. Yes; the Army Finance Center is located there. 

The Chairman. How many people does that employ ¢ 

Mr. McGuer. The last figures I have heard, somewhere in the 
neighborhood of 6,000. 

The CHairman. These approximately 1,600 new houses that are 
being built in Lawrence; they are not completed yet ? 

Mr. McGuer. Three hundred and twe nty-three of them are, I would 
say, relatively completed to the degree that they have started moving 
in and 

The Cuarrman. Do all 1,600 of these new houses and all the old 
houses and old buildings in Lawrence have adequate water and sewer 
systems ¢ 

Mr. McGuire. They do not have adequate—would you place a date 
on that, Senator ¢ 

The Cuatmrman. Do they or will they have adequate water facilities ? 

Mr. McGuer. They will not have adequate water facilities. 

The CHairman. They will not? 

Mr. McGuer. No. 

‘The CuHarrmMan. When they are finished, they will not have adequate 
water facilities ¢ 

Mr. McGuer. Not under the presently proposed plans as approved 
by the town fathers, as well as Government agencies involved. 

The Carman. Say that again. 

Mr. McGuer. Could you read it back? 

The Reporrer (reading) : 

The CHAIRMAN. When they are finished, they will not have adequate water 
facilities? 

Mr. McGuee. Not under the presently proposed plans as approved by the town 
fathers as well as Government agencies involved. 

The CuHatman. Do you hold any public office? 

Mr. McGuer. I ama quo warranto officer of the Lawrence Planning 
and Zoning Board. 

The Cuamman. That is the only public office you hold 4 

Mr. McGuer. And that office is without pay, and by virtue of ho!d- 
ing that office, it keeps you from holding any other office for pay wivh- 
in the State of Indiana—I don’t know about the Federal Government. 

Mr. Simon. Who makes that appointment ‘ 

Mr. McGuer. The appointment is made by the town board of 
trustees. 

Mr. Simon. And you were appointed to that by the town board? 

Mr. McGuerr. Yes, si 

The CHairMan. Thee itp of Lawrence or the town of Lawrence has 
it own waterworks? 

ae McGuer. It has a municipal waterworks established in 1935 

y PWA grant. 

vT he CHairMan. It was established and built in 1935 

Mr. McGuer. That is right; yes, sir. 

The CHatrman. Now briefly, your complaint is that the city of 
Lawrence should not expand its waterworks ¢ 

Mr. McGuer. No, sir, that is not putting it in the proper tense. 

The Cuarman. Then what is it! 
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Mr. McGuer. To summarize it in a brief paragraph, my complaint 
is that the town fathers, being a town board and water board--two 
separate political subdivisions—and the Housing and Home Finance 
Agency, the Division of Community Facilities, and the Public Health 
Service through the Federal Security Agency, and the adminis- 
trators of said laws pertaining to these grants and loans, have been 
negligent to the degree of non-and mis-administration to the extent 
that if collusion would be shown by further investigation, it would 
then become maladministration, in that there has been a gross abuse 
of discretion as well as some funds expended by the Administrator of 
the Housing and Home Finance Agency, Albert M. Cole, without 
the specific authority of law— 

Mr. Suwon. Would you be specific on that, Mr. McGhee. 

Mr. McGuer. I think that is awfully specific. I can give you a 
copy of a suit which sets it out. 

Mr. Simon. Could you tell us in what respect they have been negli- 
gent? What have they done in the way of negligence / 

Mr. McGuer. There was no investigation made as to whether the 
project could otherwise be provided, for example. 

Mr. Stwon. Could the project have otherwise been provided ? 

Mr. MoGuer. Subsequent evidence shows; yes. 

Mr. Sruon. By whom ? 

Mr. McGuer. By private enterprise and the Indianapolis Water 
Co. 

Mr. Srmon. Is the Indianapolis waterworks willing to undertake 
this project ? 

Mr. McGuer. Two proposals have been made to the town, one on 
November 11, 1953, and another on March 1, 1954. 

The CuatrmMan. Do you have copies of those proposals with you? 

Mr. McGuer. Yes. 

The CHatrmMan. May we have them? 

Mr. McGuee. Yes. 

Could I pause off the record for just a moment, Senator. I had this 
all prepared in a chronological fashion. 

The CuHarrMan. We prefer to do it in our way. 

Mr. McGueer. I don’t mean to try to tell you how to look into it, but 
I antic ips ited trying to save you time. 

The Cuamman. If you will give us those copies, we will make them 
a part of the record. (See p. 109.) 

Mr. Stmon. While you are looking for that, could you tell us what 
moneys were spent without authority of law? 

Mr. McGuerr. Namely, the only thing I have direct knowledge of is 
the fact that I heard testimony under oath at the public service com- 
mission, regarding some $7,000-plus grant which was forwarded to 
the town and expended last year. I have not been able to see any of the 
pertinent records of the town. The public records have been refused 
access; I have been refused access to the public records of the town. 

Mr. Stmon. In what respect was that $7,000 payment not authorized 
by law? 

Mr. MoGuer. Under Public Law 139, the agency can grant under 
conditions of the law, and Albert M. Cole tendered through his agent, 
John P. McCullum, region 4, Chicago, HHF A, tendered an offer 
which was not legally accepted by the appropriate political subdi- 
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vision and that goes to the applicable Indiana statutes and to Public 
Law 139 itself. Furthermore 

Mr. Simon. Why didn’t it go to the right people ? 

Mr. McGueer. The appropriate political subdivision in this case, 
evidence shows, is the water board of trustees. 

Mr. Simon. Why do you say they are the appropriate ones / 

Mr. McGuer. Because the law says that. 

Mr. Stwon. What law ? 

The CuatrMan. The State law? 

Mr. McGuer. Do you want the specific number of it ? 

Mr. Simon. Yes, if you have it. 

Is there anything in the Housing Act—— 

Mr. McGuer. Yes, there is. Chapter 235 of the act of 1933 Burns 
48, 5301, I think. 

Mr. Srmon. The authority of the Housing and Home Finance Ad- 
ministrator was limited by Federal statute. 

Mr. MoGuer. Public Law 139 says: 

No loan shall be made pursuant to title III of this act unless the appropriate 
political subdivision 





Pardon me— 


unless the chief executive officer of the appropriate political subdivision certifies, 
and the Housing and Home Finance Agency Administrator finds, that such— 
and I am giving the legal interpretation of the word, here— 
waterworks could not otherwise be provided when needed 

Evidence shows it could otherwise be provided, and evidence also 
shows that the chief executive officer of the appropriate political sub- 
division was not notified —— 

The Cuarrman. How could it be otherwise provided ? 

Mr. McGuer. By the city of Indianapolis waterworks. 

The CratrMan. But the city of Lawrence had their own. 

Mr. McGuer. There is nothing that prohibits their entering into 
a contract with the Indianapolis Water d 0. 

All the groups in Marion County except Speedway and Claremont 
that have systems other than wells are supplied by Indianapolis Water 
Co. 

The Cuatrman. How long have you been representing Indianapolis 
Water Co.? 

Mr. McGuer. I am glad you asked me that, Senator Capehart. 

I would like to state right now, and I would like to read my state- 
ment 

The CuHarrMan. Just answer the question. 

Mr. McGuer. I have not been employed by the Indianapolis Water 
Co. 

The Cuarrman. You have never been employed by the Indianapolis 
Water Co.? 

Mr. McGuer. I have never been so employed. 

The Cuarrman. Have they ever paid you anything directly er 
indirectly ¢ 

Mr. McGurr. They have never paid me any money directly or in- 
directly. 
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The Cuamman. They never paid your expenses to or from Wash- 
ington or anywhere else? 

Mr. McGuerer. No, sir. 

The Cuamrman. Have you ever discussed this matter with them? 

Mr. McGuer. I discussed this matter with every person that I 
could reach in Indianapolis Water Co. I have discussed this matter 
with every Senator and Congressman that I could reach and every 
other person possible. 

The Cuarrman. Have you discussed it with the Indianapolis Water 
Co. ?¢ 

Mr. McGuer. I discussed this whole project. 

The Crarrman. Yes. 

Mr. McGuer. Not in its entirety, with any particular one. I have 
called them on specific points of information to get answers to my 
questions. 

The Cuatrrman. You said a moment ago that they offered the city 
of Lawrence two contracts. Do you have those there? 

Mr. McGuer. I had this set up in chronological order and I will 
have to find it, here. 

The CuHarrman. Well, let us have the two contracts, here. Are 
the -y or iginals or copies? 

Mr. McGuee. They are copies, but they are accurate. 

The Cuamman. Where did you secure the two copies? 

Mr. McGuer. One copy I secured from the chairman of the Citi- 
zens Committee, the other copy I secured from one of the builders 
who received a copy, A. Clemmer. 

Mr. Staon. What is his first name? 

Mr. McGuer. It is on the copy. I think it is Albert. 

Mr. Stmon. Do you have the copy, there? 

Mr. McGuer. I have this all in chronological order. 

This is the plan B proposal of November 11, 1953. This is the 
March 1 supplemental proposal to the same thing, and here is a letter 
addressed to me from the Indianapolis Water Co., where I entered into 
certain inquiries with them regarding the rule 29 of the public-service 
commissioner and how it applied to the main extensions. 

The Cuarmman. Are these firm proposals? 

Mr. McGuer. I would consider them in a sense that could be ac- 
cepted or at least they are a basis for further negotiations. 

The CHarrman. I notice copies went to Mr. A. E. Richardson, 
Kautzman, Snyder, Cathcart, Wildridge, and Knox. 

Who are they? 

Mr. McGuer. They are all members of the town board. Later, 
copies were given to the press, I understand—at least, I read it in the 
newspaper—and copies afforded the Citizens Committee. I think that 
is one where—— 

The Cuarrman. This is addressed to the town board of Lawrence, 
the clerk-treasurer. 

Why did they turn down the city of Indianapolis’ proposal ? 

Mr. McGuer. On the March 1 meeting, they were given their copy 
prior to the March 1 meeting and they never took it under considera- 
tion, at all, and accepted a new grant and loan in the amount of 
$177.000. 

The Crarrman. When were these new houses started and built? 
One of these proposals is dated November 11, 1953. That was just 
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the tail end of last year and the other is dated March 1 of this year. 
That is just a couple months ago. 

Were these proposals made—so far as you know, were any pro- 
posals made by the water company prior to November 11, 1953? 

Mr. McGuer. So far as I know, no, and no inquiries were made prior 
to October 30. 

The Cuatrrman. What do you mean, no inquiries? 

Mr. McGueer. No inquiries were made on what basis, if any, the 
water company would serve. 

The Cuamman. Why should the town of Lawrence make inquiries 
when they had their own waterworks ? 

Mr. McGuer. It is not particularly necessary for the town to make 
inquiries except as relative to certification, to come under Public Law 
139, where the language of the law says specifically, “be otherwise 
provided.” 

The Cuarrman. Well, you consider that to mean that because the 
Indianapolis Water Co. was furnishing water to the city of Indian- 
apolis, that they likewise might well be in a position to furnish water 
to the city of Lawrence? 

Mr. McGuer. Particularly when their mains were only a very short 
distance away. 

The CuHarrman. What was proposed to be done with the town of 
Lawrence’s old waterworks. 

Mr. McGuee. It was to be maintained under this plan B. It is all 
there, sir. 

The Cuarrman. That is the one of March 1, 1954? 

Mr. McGuer. That is the continuation of an exemplification of 
plan B. 

The Carman. They were to keep the old plant and furnish part 
of the city with water from the old Lawrence plant and part of the city 
would be furnished water from the Indianapolis Water Co.; is that 
right ? 

Mr. McGuer. No, sir, the Lawrence Water Municipality under plan 
B would remain in existence. It would buy its water in bulk quantities 
from the Indianapolis Water Co. and service it through its own mains 
to what we would call the old, existing town. 

The CHarrMan. What was it going to cost the town of Lawrence 
to buy water from the Indianapolis Water Co. ? 

Mr. McGuer. The figures are in that March 1 letter. I think 
around $8,000 a year. 

In connection therewith, I would like to say that there is an inade- 
quate supply of water, period. Up until last Thursday—the week 
preceding last Thursday—no water was available between the hours 
of 6 and 8 on any second floor in town. I checked with people 
who lived on different mains. If you wanted to take a bath, your 
wife had to draw your bath in the afternoon and you would have 


a cold ve when you came home at night. The planned expansion 
approved by HHFA will only continue this inadequate supply of 
water. So by being wrong from what I contend a legal stand- 


point, it is also wrong from a moral standpoint, because the con- 
tractor involved made statements publicly that just as soon as all 
of the mains were laid and he got his money, the town board was 
going to sell out the mains to the Indianapolis Water Co. 

Mr. Stwon. Who said that? 
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Mr. McGuer. L. L. Stone, of L. L. Stone, Inc., Lawrence, Ind. 

Mr. Simon. When did he say that ? 

Mr. McGuer. On November 30, 1954. 

Mr. Srmon. Where ! 

Mr. McGueer. At his office at approximately 5 o’clock, to Mr. Ball- 
dock, of the Indianapolis Water Co. 

Mr. Simon. Were you there? 

Mr. McGuerr. No; I was not. 

Mr. Simon. How did you get it ? 

Mr. McGueer. I talked to Mr. Balldock, and I made specific notes 
on it, and I called Mr. Balldock before I came down here to ask him 
again what he said, and he still retained it in exactly the same words. 

Mr. Suwon. Your only knowledge is what Mr. Balldock told you‘ 

Mr. McGuer. Yes. I think if you want court evidence on it, Mr. 
Balldock should be subpenaed. 

The CuarrmMan. Your position is that the town of Lawrence should 
have done business with the Indianapolis Water Co. ¢ 

Mr. McGuer. Not only that, sir, but Tom Mahaffey, a holder of a 
title IX project in the same town of Lawrence, is laying his mains 
at no expense to the town. Any service connections. The pipes from 
the mains to the property line—at no cost to the town, without Federal 
aid, and making it a gift to the town. 

Now, that is normal throughout Indiana, on all subdivisions attach- 
ing onto a municipal utility. 

Under private utilities they must come under rule 29 of the Indiana 
Public Service Commission. Furthermore, if Mr. Mahaffey can do 
this in that project, why couldn’t the builders also do it in the other 
projects? I mean no builder is going to put himself at a financial 
disadvantage. In other words, the project could otherwise be pro- 
vided and there is some further evidence along that line that the costs 
under this project are extremely high. It is not illegal, but it again 
goes to the use of discretion on the part of anyone who had anything 
to do with it. 

Mr. Kenney. Are these $16,000 houses, FHA houses? 

Mr. McGuer. There are two title [X projects. 

Mr. Kenney. All FHA? 

Mr. McGuer. All FHA, 

Mr. Kenney. Has FHA passed on this adequacy of water supply? 

Mr. McGuer. That is an interesting question. I have talked to 
Mr. Charles Dawson, the State director for FHA, and he thought it 
was kind of out of his jurisdiction. Of course, he comes under Hous- 
ing and Home Finance Agency in many respects and they have by- 
passed him and gone over his head on so m: iny things that I think he 
feels very insecure in his position. 

The Cuatrrman. Let me see if we have your position: Your position 
is that the FHA violated the law in doing business with the town of 
Lawrence because the Indianapolis Water Co. was available to furnish 
the water; is that correct ? 

Mr. McGuer. No, sir; that is not correct. I will say this: They 
violated the law in the effect that, in the fact that they did not investi- 
gate at any time, on what basis, if any, the Indianapolis Water Co. 
would serve. 

Now, in order to make a finding, the Administrator of the Housing 
and Home Finance Agency cannot set himself up in an ivory tower 
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with a crystal ball and come up with a conclusion or a finding that 
this is the wiy to do it. 

The Cuatrman. Isn’t your position that the FHA had no authority 
under the law to make a deal with the town board of Lawrence because 
the Indianapolis Water Co. was available, you maintain, to furnish 
water? Isn’t that the basis of your complaint ? 

Mr. McGuer. That goes to the gross abuse of discretion. From an 
illegal point of view, when you put the word “legal’”—— 

The CHairman. Let me ask you this: Had the town of Lawrence 
done business with the Indianapolis waterworks, you would have 
been perfectly happy? 

Mr. McGuer. The Federal money would not have been necessary. 
The law as I have stated earlier would not have been violated; we 
would have had an adequate supply of water at rates no more than 
anyone else pays in Marion County. We are not running around out 
there with the seat out of our pants—— 

The Cuatrrman. Do you know of your own accord that the Indianap- 
olis Water Co. was in a position to and offered to supply water to the 
city of Lawrence 2 years ago? 

Mr. McGuer. It is in one of their letters that this project could 
* ave been provided some time in the last—I don’t know the exact time 
but previous to the need ; yes. 

The Crarrman. Did the Indianapolis Water Co. ever offer to buy 
the existing water plant in Lawrence? 

Mr. McGner. No; but in one of their letters they said “If you 
decide to sell, we would be interested in discussing it.” 

The CaarrmMan. Do you mean the letters you just put in the record ? 

Mr. McGuer. The March 1 letter. 

The CHarrman. This matter has been going on for 2 or 3 years; 
hasn’t it? 

Mr. McGuer. The town board and the Indianapolis Water Co. held 
a meeting on January 8, 1954, where several matters were discussed. 
I was not there. I have some letters that contain some of the data 
that came up there. 

I know the basis of what went on because I make it my business to 
find out what goes on. 

In this letter they say if the town of Lawrence decides to relieve 
itself from the burden of operating the water plant and wanted to 
sell, the management would be interested in discussing it. 

The Cuarrman. What is the date of that? 

Mr. McGuer. March 1. 

The Cuarrman. That is March 1 of this year. That is after these 
1,500 houses were built or started. 

Mr. McGuer. I raised this question before that. 

The CuarrMan. The only interest we have in this matter is whether 
or not the FHA did or did not violate the law in making the loan. 
That is the only interest we have in it. 

This matter of your personal fight with the town board and your 
interest, if you have any—and I am not saying that you do—in the 
Indianapolis Water Co.—we have no interest in that at all. We are 
just interested in one thing here, and that is, did the FHA violate 
the law when they made the grant of the loan to the town board of 
Lawrence. 

Mr. McGuee. Yes, it is my opinion that they did. 
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The Cuarman. And your opinion is that they did ¢ 

Mr. McGuer. And I went to considerable research on that. 

The Cuarrman. Briefly, upon what basis do you think they did? 
Was it because the Indianapolis Water Co. was available, capable, and 
desirous of furnishing the water, without any investment on the part 
of the town board of Lawrence? Is that the basis of your contention ¢ 

Mr. McGuer. No, that doesn’t go to the illegality of it in that mat- 
ter. That goes to the gross abuse of discretion, Senator. 

The intent of the law as set out in Senate Document 7T0—— 

The Cuarrman. Well, we wrote the law. 

Mr. McGuire. One phrase says, “Wherever possible, existing pri- 
vate and public community fac ilities must be utilized.’ 

The Caiman. Existing private— 

Mr. McGuer. “Existing private and public * * * must be uti- 
lized.” 

And the Administrator can make grants or loans, but not in excess 
of the total cost attributable to national defense. 

The Cuatrrman. Do you happen to know that all during this period 
the Indianapolis Water Co. was filing applications with the Federal 
Government asking for increased capacity and for the right to build 
plants on the basis that they could not supply their existing customers 
with water ? 

Mr. McGuer. I don’t know what representations they made to any 
agency of the Federal Government except that I do know they have 
under construction an additional reservoir of some 6,900 million 
gallons. 

The Crairman. And that they were making allegations to the Fed- 
eral Government that they needed materials and needed help from 
the Federal Government in order to supply their existing customers ? 

Mr. McGuer. Well, I am not aware—— 

The Cuarrman. All during the time that you maintain the Indian- 
apolis Water Co. could have furnished the town of Lawrence? 

You understand, we are going to have the Indianapolis Water Co. 
and the town board and all other interested people up as witnesses on 
this, under oath. 

Mr. McGuer. That will clarify things considerably. 

You see, the Indianapolis Water Co. is supplying 450,000 people 
and the industrial needs—and you know the industrial needs of In- 
dianapolis are great—I think Lilly’s water bill runs $1 million a year. 

The CHarrman. They use a lot of water 

Mr. McGuee. It is absurd to think that the Indianapolis Water 
Co. couldn't take on 9,000 more people and those 1 or 2 little factories 
we have out there. 

The Cuarrman. If the Indianapolis Water Co. had taken on this 
job were they going to build up all the pipes and all the facilities 
at their expense ¢ 

Mr. McGuee. Under rule 29 of the Public Service Commission that 
is What they would have to go by. They can’t go by any other means. 

The Cuamman. Answer the question: Were they going to pay for 
all the mains and all the facilities themselves? Would the town of 
Lawrence have had to pay—— 

Mr. McGuer. The town of Lawrence would not have had to pay 
anything under the proposal of plan B except—and there is an 
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optional exception—$1,500, estimated, in case the town of Lawrence 
wanted to maintain and use its standby. 

The Cuamman. To the best of your knowledge would the water 
rate have been the same had Indianapolis Water Co. supplied the 
water as in the case of the town of Lawrence supplying it? 

Mr. McGuer. The two rates are attached to the March 1 letter. 
At the time of this accepting there was no rate increase on tile, as 
far as I can determine, in the minds of the Indianapolis Water Co. 

Since that time there has been a rate increase. 

However, in the old town, the existing customers could have been 
taken care of at the existing rate of the Lawrence water utilities. The 
people in it—— 

The CHairnman. We will recess until 2 o'clock. 

Mr. McGuer. Could I go ahead and put this material in the record. 

The CuatrMan. You may put anything in the record. You cannot 
give anything to the press because this is an executive session. That 
is the rule of the committee. Until we go into public hearings you 
can't give them anything—all our executive hearings are truly execu- 
tive hearings and we give out nothing to the press. 

What we will do is analyze all this testimony of yours and all these 
documents you are going to put in and then decide if and when we 
will hear you in public, whether we will hear you here or hear 
you in Indianapolis. Beeause before we hear you in public we will 
call other witnesses in executive session, like the water company and 
FHA officials, too, to get their side of the story. 

Without objection your 11-page statement will be made a part of 
the record. 

Mr. McGuer. And I have 8 or 9 copies of letters. 

The CHamman. Without objection they and all your material will 
be made a part of the record. (See p. 109.) 

Then, we can leave everything here and come back at 
Get yourself some lunch and be back at 2 o’clock. 

Mr. McGuer. The $87,000 loan has not transpired and I think it 
would only be proper, since this investigation is cong on, that I 
would—I don’t know whether it is proper for me to ask you this but 
I think it would only be proper that HHFA hold up on purchasing 
these bonds until the investigation is completed. 

The CHaimman. That will be up to them. We will talk to them 
about. it. 

Mr. Stmon. Mr. McGhee, you have a lawsuit pending to stop that 
right now and that matter is before the court / 

Mr. McGuee. The court is in recess and T have asked for a pre- 
liminary injunction and a permanent injunction and that doesn’t stop 
them from acting in the interim. Of course, this can be amended 
to set. aside the bond sale, et cetera, et. cetera. 

But this committee, according to the Senator’s statement. under 
rule 25, I think it is, of the standing rules, and section 136 of the 
Reorganization Act, has the duty and is required to oversee all the 
administrative agencies with subjects which come under the com- 
mittee’s jurisdiction. 

Mr. Stmon. It has no authority to order them to stop anything. 

(Whereupon, at 12:45 p. m., a recess was taken to reconvene at 2 
p. m., the same day. ) 


~2 o'clock, 
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(Whereupon, at 2:20 p. m., the hearing reconvened. ) 

Mr. Srmon. Mr. MeGhee, I believe when we recessed for lunch you 

said you had some material you wanted to put in the poor. 

Is everything in the record that you wanted to put in? 

Mr. McGueer. No. 

Mr. Srmon. If you have anything else to put. in, why don’t you 
put that in and then we might have a couple more questions. 

Mr. McGuer. Perhaps we could go through my prepared statement 
point by point here. 

Mr. Simon. That is already in the record and all you would be 
doing would be running up the reporter’s bill. 

Mr. McGure. Well, I thought we might go through it point by 
point here. 

Mr. Kenney. Did Shelby Construction Co. have anything to do with 
the construction of these houses ? 

Mr. McGuer. Everything is done under the corporate name Prop- 
erty Management, Inc., with the same principals as Shelby Con- 
struction Co. Same officers and they formed a thousand-dollar cor- 
poration in Indianapolis and that record is available from the secre- 
tary of the State of Indiana. File No. 3005-A-99. 

Mr. Kenney. Did Shelby build all of the 1,600 houses? 

Mr. McGure. No, sir, they are just building 323. There they made 
use of the multiple corporation also in the transaction of the land. 
Now, in paragraph 7—I'll just hit some of the high points here— 
after HHFA approved all of this sewer deal, I brought suit on the 
sewer and saatiaaa it in, shall we call it a parallel suit with the water, 

to help get things done. 

After bringing this suit, in order to get around my suit—the details 
are in this paragraph i—they find a way of getting around it but 
the cost of the project drops—pardon me. That is in paragraph 9 
The project drops $193,718, besides cutting out $356,000 unnecessary 
bond issue. Now, this is a voluntary cure olan any answering of 
the complaint, and if that could be done, why wasn’t it done earlier 
without any suit being drawn. If they are making findings on the 
basis of facts and make findings on the basis of correct. knowledge, 
good engineering and so forth, why didn’t they take the fat out of 
it before it was under attack ? 

Another thing to touch on just briefly, to exemplify the 1,600 houses, 
is the fact that there are no school facilities for these 1,600 houses, 
even though there is in the plan for construction a school capable of 
taking care of 500 children. 

Mr. Kenney. In Lawrence ? 

Mr. McGuer. Inthe township. We use the township school system. 

Mr. Kenney. Will that take care of the needs of the area? 

Mr. McGuer. No, sir. On Fort Harrison contiguous and adjacent 
to the north side of this Property Management project there is a 300- 
family unit, title VIII, Wherry housing. That alone will produce 
enough children to fill up the school that is being built with approxi- 
mately half Federal aid and half tax money raised in Lawrence 
township. 

Mr. Kenney. You have inadequate water, inadequate sewers, inade- 
quate school facilities. 
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Is there anything else inadequate ¢ 

Mr. McGuer. Inadequate administration of the community affairs 
by the town fathers. They have said that as soon as they got done 
spending this money they were going to resign and that seems to be 
all they are staying in office for. Last night the clerk-treasurer re- 
signed. The president of the water board resigned January 1, just 
prior to the public service commission hearing and the preside nt of 
the board said he resigned and then he retrac ted it. 

Mr. Simon. When did he say that 

Mr. McGuer. I don’t have the newspaper clipping but it was this 
year around March. 

Mr. Simon. You are basing it solely on something you read in the 
newspapers ¢ 

Mr. McGuerr. No, sir; it was a letter of his that was published in 
the newspaper and here is his letter saying that he resigned, and so 
forth, in the local Lawrence Journal. 

This same A. E. Richardson, president of the town board, is rental 
manager of Tom Mahaffey’s title LX project. This picture was taken 
after sundown. I take better pictures than that. 

Here is the amended complaint on the water suit, and there is a 
second amended complaint, the main difference being that it was 
changed, due to the amounts of the grants and loan figure, that the 
first grant having been canceled, it was felt that the complaint should 
be amended to cover the new grant, otherwise it might not be attacking 
the proper grant. 

With regard to the schedule of rates of Lawrence water utility, the 
Indianapolis Water Co., I would like to enter into the record a copy 
ofeach. This is previous to the rate increase of this year, 

Mr. Stuon. They got a 3314 percent rate increase this year, didn’t 
they ? 

Mr. McGuer. I will give you a copy of that. It depends on where 
you are at. It may be 25 percent at one point, and something else at 
another place. It is approximately 60 cents per month per average 
family unit which is some $7.20 a year. 

I would also like to include in your record the McGuinness report, a 
report on ground-water resources of the Indianapolis area, in coop 
eration with the Geological Survey of the United States Department 
of the Interior, January 1, 1953. The source is the Department of 
Conservation, State of Indiana, Charles Beckert, Indiana division, 
water resources. I call your attention to figures 6 ‘and 7 7, and on page 
40, the top paragraph, item 10; second paragraph, item 5; and on page 

49, the second and third paragraphs. 

Basically, sir, that tells that there is inadequate ground water sup- 
ply in the quantity needed for the project we are talking about. 

Mr. Suwon. I notice this is dated 1943, which is almost 12 years ago. 

Mr. McGuer. And ground water supplies in the area have dropped 
some 50 percent in the past 10 years. 

Mr. Simon. Do you have any ev idence of that? 

Mr. McGuer. That is one of the reasons why the Indianapolis 
Water Co. is building its new reservoirs. Their wells in the down- 
land or valley areas in the past 10 years have dropped off 50 percent. 

Mr. Stwon. What evidence do you have, though, of the decline in 
the water supply of 50 percent? 

Mr. McGueer. I am talking about those particular wells there. 
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Mr. Suwon. Are you talking only about the wells of the Indian- 
apolis Water Co. ? ‘ r 

Mr. McGueer. I say I am talking about those particular wells, the 
ground water supply has dropped there over the entire county—every 
particular well I c annot tell you about, but Mr. Charles Beckert, the 
director, and Mr. Kingsbury, his assistant. have both informed me that 
there isn’t sufficient ground water for what is out there. 

Mr. SIMON, Who do they work for? 

Mr. McGuer. The Indi: ina Divison of Water Resources, the De- 
partment of Conservation of the State of Indiana, ers) rn work in 
cooperation with the United States Geological Survey, which has 
offices with them. 

Mr. Simon. When di d the y te I] you this? 

Mr. McGuer. After October 12 I had numerous telephone conversa- 
tions with both of these ge ntlemen. 

Mr. Simon. What year? 

Mr. McGuer. 1953. It was then that I found that no report had 
been made to either the town officials, HHE A- 

Mr. Simon. Did they tell you the water supply had fallen off 50 
percent ¢ 

Mr. McGuer. No. 

Mr. Stuon. You testified here that the water supply had fallen off 
50 percent. Where did you get that? 

Mr. McGuer. From one of the engineers of the Indianapolis Water 
Co. 

I think that was Mr. Balldock. 

Mr. Sron. All you know is what Mr. Balldock, of the Indianapolis 
Water Co., told you; is that right? 

Mr. McGuer. On that point. 

Mr. Simon. No; on any point. 

Mr. McGuer. No; because I talked to the geological employees of 
the State of Indiana and of the United States of America. 

Mr. Stwon. And what did they tell you? 

Mr. McGuer. They told me there was not enough ground water in 
the area to serve the needs. 

Mr. Stwon. Who told you that? 

Mr. McGuee. Mr. Charles Beckert and Mr. Kingsbury, in par- 
ticular. 

Mr. Stuon. When? 

Mr. McGueer. The last time I talked to Mr. Kingsbury was—it was 
just about 30 days ago. 

Mr. Srwon. Did anybody from USGS tell you that? 

Mr. McGuer. I can’t remember the name of the chap that I talked 
to in USGS, but I probably have some notes on it some place. They 
confirmed generally Mr. Beckert’s and Mr, Kingsbury’s statement. 
However, it was prefaced with “Don’t draw me into this.” 

Mr. Kenney. peg there been any survey made by USGS? 


Mr. McGueer. This is the last survey. 

Mr. Kenney. 1943? 

Mr. McGuer. Yes, and every well drilled in the area proves the 
survey. 

Mr. Sron. How do you know that? 

Mr. McGuer. His statement. 

Mr. Sruon. He told you that? 
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Mr. McGuer. Yes. 

Mr. Simon. You don’t know it other than that ? 

Mr. McGurr. No; I am not an engineer. I am just a snoopy 
c1tizen. 

With that plan B, I would like to introduce into the record a copy 
of the map of the town of Lawrence and the adjacent area. The area 
outlined in red is what has been recently annexed. The Indianapolis 
Water Co. in plan B, planned to bring the 12-inch main from this point 
[indicating] up to about here, and across through here and down to 
the point just below the railroad, here, and tie in four different 
kneedling points because the existing system and proposed system is 
too small to take the needed amount of water. 

Mr. Kenney. Where are the new houses located on here ¢ 

Mr. McGuer. Here is 423, and John Bower Construction Co. 
division. This is the Tom Mahaffey Brookside project of 157, on 
the top 3 streets, and I understand he is doing some development 
here that I don’t know about definitely. ‘That is title 1X. 

In this project nothing has been done, pending the outcome of all 
this, and this chap is building this 1 or 2 streets at a time and this 
is the other title IX project, here. 

Here is the Army Finance Center right here, and here is where the 
Wherry housing is, here. This borderline here is for the Harrison. 
The distance, here, 1s 1 mile. The town is strung out like this 
| indicating |. 

They drilled a new well right here. They have a 12-inch well and 
no water. They drilled here and they claim they have 400 gallons 
per minute. If they do, then this whole report and all the opinions 
of the geological service, and so forth, are wrong. 

Mr. Simon. Who is “they”? 

Mr. McGuer. The town fathers’ announcement. 

Mr. Stwon. Did the town itself drill the well ? 

Mr. McGueer. Yes. 

Even if this well lived up to the expectations of 400 gallons per 
minute—and it was only tested for 10 hours—at the present time, 
and for the past 3 years, we have had water shortages every summer. 
At the 2 wells that they have in the town—1 here and 1 at this point, 
they produce 330 gallons per minute. With 1,000 houses going to 
be occupied according to the builder’s statement by approximately 
Christmas of this year, and if this well does produce 400 gallons per 
minute, we will have less gallons per minute per house than what we 
had previousy. And, in this HHFA- aeueered plan there has been 
no provision made for expanding. The storage facilities are only 
75,000 gallons, so in effect you cut down your storage capacity whic h 
further makes your peak load more acute, which is very poor engi- 
neering no matter how you did it. If there was sufficient ground 
water there and the wells were already drilled, tested, and approved, 
it would take approximately a quarter of a million dollars for the 
price of two storage tanks at each end of the town to give you adequate 
supply for peak loads and for fire protection. 

According to Mr.—I can’t think of his name right now—Indiana 
Fire Rating Bureau Office—I can’t think of his name but his assistant 
told me that the existing plans of the town, which they finally got 
some years later, did not come up to minimum recommendations of 
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the National Board of Fire Underwriters, for these new eXpansions, 
new additions, and betterments to the plant. 

The Indianapolis Water Co., at the time this thing started, had a 
main up to this point which is less than a mile around. 

Mr. Kenney. The present system is short from the standpoint of 
having enough wells to give the volume necessary. Are the mains 
of adequate size? 

Mr. McGuire. No, sir. 

Mr. Kenney. Are these new areas served with mains at the present 
time? 

Mr. McGuer. There are some in there, yes. And, the Indianapolis 
Water Co. offers to buy them from whoever they belong to, either 
the town or the contractor. so they could pull out from underneath 
this Federal grant. And negotiations were going along. 

However. the town board, the e\ idence how shows. Was only stalling 
the whole thing, rather than making any effort to supply adequate 
water, and get away from the Federal aid, which is the only way to 
do it. 

I happen to have the exact phraseology which I copied down when 
I talked to Br. Balldock: I imagine it was on December 1, 1953, that 
he, L. L. Stone, and the town board were in agreement, and that they 
were going to accept the Federal aid and complete all the water mains 
in accordance with his contract and after he was paid for all of his 
work, that they, meaning the town board, would sell it to Indianapolis 
Water Co. 

To clarify my statement, in paragraph No. 27, I am referring to 
Mr. Jack Bryan, Chief of the Division of Information, HHF A. 

According to the figures which I copied from the State board of 
accountants, State of Indiana, for 1948, the Lawrence Water Utility 
lost. $10.20; 1949, a plus figure of $1,935.61: in 1950, a minus figure 
of $1,025.93; 1951, $872.11; 1952, a minus figure of $2,410.51; 1953, 
a plus figure of $5,237.12. 

In 1953, they charged some estimated $5,000 to $10,000 in illegal 
tap fees, regarding which there is a class suit on file in the county 
superior courts, and this is not an incorporated opinion of my own. 
It was also in the findings and the orders of the Public Service Com- 
mission of the State of Indiana, of which I would like to place a copy 
in the record. 

Would you need the copy as sealed, or is unsealed good enough ? 

Mr. Simon. I don’t think it makes any difference, do you, Mr. 
Kenney ¢ 

Mr. Kenney. No. 

Mr. McGueer. In that they found they had no authority to charge 
tap fee and they ordered them to cease and desist from tap fees; that 
they showed their lack of regard for proper constituted authority, I 
would like to enter into the record at this time a complaint filed with 
the public service commission, also with the prosecutor, the county 
of Marion, State of Indiana, upon which no action has been taken as 
vet, and it could be concluded that this would go to the Marion 
County grand jury. 

Mr. Simon. What do vou mean by that ? 

Mr. McGuer. Well, I can’t tell you what I gave them and what 
I didn’t. Maybe that would be better struck out. 
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Mr. Simon. Either you know, or you don’t know, or you are telling 
us or you aren't telling us. 

Mr. McGueer. I am sworn to secrecy as to what I told the grand 
jury. I am not an attorney. I have been before the Marion County 
grand jury twice. That is public knowledge. I have nothing else 
to discuss with them, but Lawrence, and that is public knowledge. 

Anyway, here are four specific points in which they violated the 
orders of the public service commission, which I have signed under 
oath. 

Also, I would like to enter into the record, a copy taken by a mem- 
ber of the engineering staff to the public service commission, from 
the Indiana Fire Rating Bureau's test of their distribution system 
pressure and flow test, of Lawrence, Ind., waterworks. You will 
notice there is a 19-pound prsesure there, and that is when the tank 
was full. When the tank was empty, the pressure drops around 
5 to 10 pounds. There is a professional fireman in the town named 
William Lampkins, having been a civil-service fireman at Fort Har- 
rison and other places for 14 years, is in the service and is independent 
of the town fire department, who would make an ideal witness on 
this phase. 

According to State board of accountants’ report 69066, pag eR 
and noted, “Filed Hay 28, 1954," in particular, October 7, 195: ; to 
December 1953, and with coverage for the entire year of 1953 on 
other points, it was the finding of this investigating team, of the 
aforementioned agency, that town ordinance 23 was passed and 
adopted in July 1937, providing for the creating of a department of 
waterworks consisting of three waterworks trustees to be elected by 
the board of trustees of the town of Lawrence. Section 3 of said 
ordinance provides that each trustee is to give bond as provided by 
law in the sum of $1,000 at least equal to the trimonthly income of 
said waterworks. It appears from the wording of ordinance No. 23 
mentioned above that the town board of Lawrence intended to operate 
the water utility under the provisions of chapter 235, the act of 1933, 
even though this law is not mentioned in said ordinance. 

Further, on page 9, it showed that Francis Hartman was appointed 
to the water board on September 17, 1951, for a period of 4 years, and 
at March 17, 1952, Francis Hartman’s resignation was accepted and 
Gilbert Wildbridge was appointe “din his place. 

\t June 16, 1952, Chauncey Taylor’s resignation was accepted and 
Thomas Kautzman appointed in his place. 

On page 9 of said report, June 16, 1952, Chauncey Taylor had 
resigned and the town board had appointed Thomas Kautzman; rati- 
fied and approved previous action of the water board in appointing 
Robert L. Knox as secretary. That is, of the water board, and that 
is the same Robert L. Knox who was clerk-treasurer until last night. 
Of the civil town. 

July 17, 1952—that may be an erasure—it may be July 7, 1952: 
appointed A. E. Richardson to the water board effective July 16, 1952, 
the date of termination of Gordon Dickson’s appointment. 

State board of accountants’ report 96065 for the year 1953, filed May 
28, 1954, on page 70 shows Federal aid construction projects—water 
construction fund—Indiana 12 CF-1, contract for engineering. 


The board of trustees, representing the department of water works, town of 
Lawrence— 
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Francis Hartman, Chauncey Taylor, and Gordon C. Dickson- 


entered into a contract, dated February 26, 1952, with Boyd E. Phelps, Inc., 905 
K-P Building, Indianapolis, Ind., for engineering services in connection with the 
construction of additions and improvements to the Town of Lawrence Water 
Works System 

There, sir, is evidence that the water board, operating under the 
1933 acts, exercised the authority in entering into acontract. If it was 
operated as a utility service board under the 1913 acts, this act could 
not have taken place. 

Furthermore, the evidence will show that they had a superintendent, 
they had a secretary to the water works, as under the 1933 acts, and as 
opposed to the 1913 acts; that they supplied bonds as a separate 
political subdivision officer, under the 1983 acts, as required, and un- 
der the 1913 acts it is not required. And, their own testimony under 
oath at the public service commission—and I read now from the tran- 
script of Mr. A. E. Richardson, president of the town board and mem- 
ber of water board of the town of Lawrence, being questioned by 
Mr. Robinson, public counselor for the public service commission. 


Question. Do yon hold any office or act in any official capacity in the Water 
Works of the town of Lawrence, Ind.? 
Answer. I am on the water board, yes, sir 


This is on page 1—A. 
Qn page iA: 


Question. How many members are on the water board? 
Answer. Three 


Page 5-A: 


Question. Who are those members? 

Answer. Mr. Wildridge, Mr. Kautzman and myself 

Question. Is there a secretary? 

Answer. Yes, Mr. Knox. 

Question. You say you came on the present board in 19527 

Answer. That is the town board of Lawrence, yes. 

Question. Were you on the water board prior to that? 

Answer. No, the water board I didn’t go on until sometime in July, I think 
it was 

Question. Are you on your water board by virtue of your office as president 
of the trustees of the town? 

Answer. No. The previous board went off. Different members of our water 
board went into office 


On page 15-A: 


Question. Does the board—the water board I am speaking of—have a chief 
executive officer? 

Answer. We have a president of the board: yes, sir. 

Question. And you are? 

Answer. No: I am not. 

Question. Who is the president of that board? 

Answer. Mr. Wildridge is the president of the water board. 

Question. How long has he been president of the water board? 

Answer. I can’t state that from memory. I don’t know how long he has been 

Question. But he is at present the chief executive officer of the water board? 

Answer. Right. 

Question. Has the water board caused any survey of the available water facil- 
ities to be made in the Lawrence community? 

Answer. The water board caused any surveys? No. 

Question. Have you individually caused any to be made? 

Answer. As an individual, no. 

Question. Has the town board? 

Answer. The town board has made efforts through their engineer, Mr. Fraps, 
to carry out the Federal program which was laid down; yes, sir. 
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This question here is now by Commissioner Tenniss of the public 
service commission. 
Question. Have you taken part, Mr. Richardson, in any investigation of the 
facilities and services in Lawrence? 
This question was by DuVall. 
Commissioner TENNISS. Do you mean water services? 


Mr. DuVALL. Yes, sir, the water service. 
Mr. JoceE— 


He is the town attorney. 


If the commissioner please, we object for the reason that that, again, is outside 
the scope of this hearing and has nothing to do with the question of the rates and 
the so-called tap charges, if they are involved, and is entirely irrelevant in con 
nection with this hearing. 

Commissioner TENNIss. I don’t hardly believe so, Mr. Joce. This man is 
on the water board and his investigation of the scope of the facilities, number 
of people being served, the kind of supply, location of supply, type of mainte- 
nance, it seems to me there are various matters that might go properly to the 
question of what the proper rates would be. 

Mr. Stuon. Mr. McGhee, if you have much of that, couldn’t we put 
it in the record rather than read it all ? 

Mr. McGuer. Well, there is not too much of it. There are just a 
few questions here and there. That is why I went through and 
marked most of these. 

This is the only copy that I have. 

Mr. Simon. Would you want to have a copy of it made and sent 
to us? 

Mr. McGuer. I don’t have the funds for that. It is around $175 
to $200 for a complete transcript. 

Mr. Simon. I thought perhaps you could have your girl copy just 
the parts you want in and send it to us. J am just trying to expedite 
this. 

Mr. McGuer. Well, I could do that. Can we incorporate by refer- 
ence and not mail it in? 

Mr. Simon. No; if you will send it to us, we will include it as soon 
as we get it. 

Mr. McGnuer. Allright. I'll stick a note right in there on page 23 

I would like to include a copy of the well log, as reported to the 
Department of Conservation, State of Indiana, | yy the driller, Mr. 
Hart. This is on the dry hole. 

Mr. Stmon. Who made this copy ? 

Mr. McGuer. A friend of mine went downtown and made it in 
pencil from the department of conservation’s report. 

I have talked to Mr. Kingsbury. That is just a little more legible, 
because Mr. Kingsbury read it to me over the phone, and here it is in 
my handwriting. 

Mr. Stmon. Who copied this, now ? 

Mr. McGueer. Mr. Keith Riddle. 

Mr. Stmon. Gave it to you and he told you he copied it ? 

Mr. McGuer. Yes. 

I would also like to include in the record at this time a notice 
passed around last Thursday, July 1. People were told at that time— 
were ordered to stop watering their shrubs, lawns, et cetera. 

According to the record in the secret: iry of state’s office, of Indiana, 


the board of directors of Property Management, Inc., are I. D. Kuntz, 


R. L. Fisher, R. L. Sloss, R. L. Maddox, Jr. 
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The R. L. Fisher, I am of the opinion, is the same as referred to 
in my report as Dick Fisher. And the paid-in capital of this cor- 
poration is $1,000. 

The original incorporators are Paul B. Walker, 2019 North Third, 
Baton Rouge: John O. Richardson, 1505 West 20th, Indianapolis; 
and Lester Irons, 1313 Merchants Bank, Indianapolis. 

Mr. Irons was also the original resident agent, the resident agent 
now being C. T. Corporation System, 1511 Merchants Bank Building. 

In checking the telephone directory, and city directories, and in- 
formational telephone service, I found no listing for John O. Richard- 
son. It is my opinion that these principals probably acted as dummies 
for the real principals who are now the previously mentioned Capelow, 
Kornman, Leader. 

With regard to false certification, I read from a copy made 
by—these copies all came from Mr. Poole’s office through Mr. John 
Reynolds, of Lawrence, Ind. 

Mr. Stuon. Who is he? 

Mr. McGuer. Mr. Poole is the technical secretary of the State 
Board of Health of the State of Indiana. 

Mr. Simon. Who is the man who retained them? 

Mr. McGuee. Mr. John Reynolds. 

Mr. Simon. Who is he ? 

Mr. McGuer. A resident of Lawrence. A citizen. 

Mr. Simon. Has he any connection with any of these projects, or 
anything / 

Mr. McGuer. No; he is just an acquaintance. I wouldn't call him 
a friend. 

I would like to call your attention to the last one there, sir, in which 
Mr. Evans, regional engineer for the Public Health Service, questions 
that. 

There is a statement included in that letter of Mr. Richardson, in his 
letter to Evans is false and Evans questions it and asks for a copy 
of the final order of determined and recommended facts, findings, 
and orders of the Stream Pollution Board of the State of Indiana. 
They did not mandate the town—and that is also in Mr. Cole’s letter 
of October 12, 1953—they did not mandate the town to build a sewage 
treatment plant, per se. They said they must stop pollution of cer- 
tain water courses. We had some 10 to 40 people polluting by hooking 
onto a storm drainage and dumping into streams without septic tanks, 
and they used some misleading statements in their requests and certifi- 
cations, where those people, by exercise of police powers of the town 
officials, could have caused those people to put in septic tanks and cease 
and desist in the pollution. 

I am not arguing against the feasibility of sewage treatment plants, 
but I am just arguing the fact that there were other ways of doing it 
than Federal aid, to cease and desist from that particular point. 

The minute we got a treatment plant grant then all these builders 
became interested because it was the only place in Marion County 
where you could build a large number of houses and hook onto munici- 
pal facilities. 

Here is a copy of a letter received by the citizens’ committee, from 
the Indianapolis Water Co., dated December 5, 1953. 

In August 1953, myself and another party went to Mr. Evans, at 
HHF A, with regard to the sewers, and there I copied a letter dated 
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September 17—excerpts from a letter dated September 17, 1952, 
marked “Airmail, to A. E. Richardson, Town Board President, Law- 
rence.” 

In the third paragraph, line 4, I quote: 

It will also be necessary to draft an order against requiring all possible users 
to connect, 

Signed “John P. McCullen, regional director—administrator, 
region 4, Chicago.’ 

Prev iously, in 1 the week or two previous to that, Mr. Richardson, the 
engineer, and all others said that it would not be necessary to pay 
anything for the sewers, unless you connected and used, and left tha at 
operational. However, finding that he received the letter ordering 
him to, by this bureaucratic official, which is contrary to the laws of 
the State of Indiana, making it mandatory, however it is within the 
jurisdiction of the town bos urd to pass such an order if it is in their find- 
ings, but it is not proper for an administrative agency to tell a town 
board what the findings shall be. 

Also, I would like to include in the record a letter received October 
21 from A. M. Cole. My original has his personal signature on it— 
it was not a machine signature—in which he re affirms his previous 
conclusions that this project is quite right, and that was subsequent to 
a telephone conversation I had with him where I told him I felt that 
some underlings were doing things that he wouldn’t stand for, by his 
own record in the Congress. 

I would like to include in the record at this time the old and new 
rates—the present and proposed rates, the increases, in the Indianap- 
olis Water Co. 

I would like to include in the record some copies of correspondence 
between the Indianapolis Water Co., the citizens’ committee, Boyd 
Phelps, engineer for the town of Lawrence. 

I would like to call your attention particularly to paragraphs 3, 4, 

, 6, and 7 of the November 12 letter, which is an excerpt of a report 
dated August 25, of the Housing and Home Finance Agency, which 
is contrary to the facts, misleading, and a very good example of mis- 
administration. 

Mr. Stmon. Mr. McGhee, would it be convenient for you if we con- 
tinued in the morning? 

Mr. McGuee. Surely; that will be all right. 

Mr. Stmon. Will vou make a note of that, Mr. Reporter? 

(Whereupon, at 3:10 p. m., the hearing recessed, to reconvene at 
9a.m. Thursday, July 8, 1954.) 


EXECUTIVE SESSION 


Tirurspay, J uny 8, 1954, 

The hearing convened pursuant to notice in room F—59, United 
States Capitol, at 9:53 a. m., William Simon, general counsel, pre- 
siding. 

Present: William Simon, general counsel; and Thomas Kenney, 
assistant counsel, FHA investigation. 

Also present: William J. McGhee, Lawrence, Ind. 

Mr. Stmon. Mr. McGhee, do you remember where you left off ? 
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Mr. McGuer. I think so. 

I would like to enter into the record a copy of a letter addressed to 
the town board signed by Mr. John T. Bauer, president of the ABC 
Construction Co., Indianapolis, Ind., dated February 2, 1953. This 
was typed on Mr. Bauer's typewriter, and it deals with concrete 
streets in his subdivision which he agreed to and was permitted to 
put In. 

However, in this FHA development of four-hundred-and-twenty- 
some-odd houses, the ABC Construction Co. petitioned the FHA for 
a variance from concrete to blacktop and were told they would have 
to get permission from the town officials, which, by lobbying, was 
successful, and FHA then gave a waiver to a lower- type, construction 
in which chuckholes—numerous chuckholes are appearing within 6 
months from the time the pavement was laid. 

Also, in connection therewith, Mr. Bauer advertised that the area 
was adequately drained by storm drainage, that such drainage was 
approved by FHA, and I submit for the record the front vage of 
Indianapolis News, blue streak edition, April 5, 1954, in which water 
was lapping at the steps and within inches of the slab, or the floor, 
which is a slab floor at least in this project. 

I direct the committee’s attention to Callihan’s Indiana Digest for 
September 3, page 45, and No. 43, in which consent of the members of 
a town baad in a meeting cannot be regarded as a corporate act, and 
page 50, No. 96, passage of a void ordinance purporting to repeal a 
prior valid one does not repeal prior ordinance. 

Also I would like to make a correction in my testimony of yesterday, 
some information that I got last night, that the Attorney General 
of the State of Indiana has rendered an opinion regarding member- 
ships on planning and zoning boards in the State of Indiana, and that 
opinion maintains my contention that I am still a legal member of the 
Lawrence Planning and Zoning Board. 

I direct your attention to a report of Boyd E. Phelps, Inc., engineers, 
dated January 11, 1952, as a synopsis of work performed and work to 
be done for sewage system improvements, Lawrence, Ind. 

This is a report made to the town board. 

These are in the town records and the Senator said he was going to 
subpena the town officials, the water company officials, and HHFA 
people and everybody else, so this should be in their records. 

Mr. Stmon. All right. 

Mr. McGuer. It is not, it is further cause for misfeasance on the 
part of these officials. 

I direct your attention the C. G. Skelton & Associates, utility con- 
sultants, a report dated June 18, 1951. 

Mr. Sruon. That we would have to have. We have no way of get- 
ting that. 

Mr. McGuer. It can be subpenaed and it is also in the Public Serv- 
ice Commission records. Well, I can give you this one because I can 
get another one. 

[I refer you particularly to page 23 in which there are general com- 
ments and recommendations. 

I would also like to state that Mr. Skelton told me regarding this 
report that this was the strongest report that he had ever made of a 
municipal water utility that did not end up in indictments. 
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I would also like to include in the record a reprint of a portion of 
Wednesday, September 30, 1953, Human Events. 

I would also like to direct the committee’s attention to the minutes 
of March 1, 1954, in which Mr. Albert M. Cole, through his regional 
assistant, John P. McCullum, revoked the December 9, 1952, offer for 
aid under Indiana 12-CF-1. 

Mr. Stuon. What are you reading from now ? 

Mr. McGuer. This is notes that I made at the town board meeting. 

Mr. Stwon. What reference do you have to Mr. Cole’s action? Is 
that a letter which was read at the meeting ? 

Mr. McGuee. It was an offer read at the meeting. 

Mr. Stmon. Read by whom ? 

Mr. McGuee. By John P. MeCullum. 

Said offer by John P. MeCullum, acting for the Administrator, 
Housing and Home Finance Agency, revoked the offer of December 
9, 1952, and made a new offer; to wit: Consisting of $177,000 grant to 
the town of Lawrence, and a new loan in lieu of the $56,000 previous 
loan, of $87,000. 

This was purported to be accepted by the town board, in resolution 8. 

I would like to call your attention to the fact that Marion County, 
Ind., was removed from the critical defense housing area list as of 
June 30, 1953, pursuant to Executive orders and thus Mr. MeCullum 
had no right under law to make said offer, as said Public Law 139 
says no grants for loans shall be made unless it is in a critical defense 
area. 

I would like to draw your attention to the fact that the original 
offers on Indiana 12—CF-1, and Indiana 12-CF-1 contain such as 

“such grants of money and loans shall be m: - when the funds re 
quired to complete additional funds required by the applicant are 
raised, and that said grant funds on both projects have been advanced, 
contrary to the terms of the offer. That I contend that the town board 
is guilty of usurpation of power from the water board and there are 
sufficient additional facts which I have to show that the water board 
operates under the 1933 acts rather than the 1913 acts as amended. 

That evidence we are not putting in to save time. 

Mr. Simon. We don’t want vou to feel that 1f there is anything we 
ought to have that you haven't be able to give it to us. 

We can give you more time this afternoon. 

We are going to go through all this record you have given us. If 
you think there is additional material that we ought to have that you 
haven't given us—— 

Mr. McGuer. Well, I think there is. What would you suggest as to 
time? 

Mr. Stwon. How about 12 o’clock ? 

Mr. McGuer. That is all right. That is going to cut into your 
lunch hour. You started awfully early. 

Mr. Srmon. I do that, unfortunately. But I don’t want you to 
feel that there is anything we ought to know that we haven’t received 
from you. 

Mr. McGuer. Well, then, I think I should come back. 

Mr. Simon. We will see you here at 12, 

Mr. McGurr. When will I be heard in public session ? 

Mr. Simon. I don’t know. 

Mr. McGuer. Will it be next week ? 
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Mr. Sruon. We don’t hear any case in public hearing until we have 
concluded our executive sessions and we have to hear alt these other 
people first so I am sure it won’t be in the next 2 weeks. 

Mr. McGuer. That is what I was wondering, whether to plan on 
staying over into next week or what. 

Mr. Simon. Oh, no, I am sure that wouldn’t be necessary. 

Mr. McGuer. Well, depending on what the Senator said, that I 
would be called for public hearing—— 

Mr. Suwon. I don’t think he said that. We have to come to some 
conclusion on that. With regard to everybody who comes here, we 
make no conclusion until we have heard all the facts in executive 
session. 

Mr. McGueer. Of course, you realize in this case, publicity will 
cure this thing a lot sooner. All the statements I have made have 
been shouted from the roof tops. 

Mr. Suwon. When we listen to the witnesses we are reasonably cer- 
tain we are going to hear them in public but we can’t make the de- 
cision until we have heard all the facts. 

Mr. McGuer. That is true, too. Would you say it is reasonably 
certain in this case? 

Mr. Srmon. Well, I don’t think it is fair to commit ourselves. 

Mr. McGuer. Well, that isn’t a commitment. 

Mr. Srmon. I don’t think we ever ought to say I am not intending 
to make my comment one way or the other, except to say that we have 
to hear all the facts before we reach a conclusion. 

Mr. McGuer. Well, that is what I am trying to spread on the record, 
all the facts. 

Mr. Son. Well, we will study what you gave us and we will listen 
to the other people. 

Mr. McGueer. The situation is going to come out eventually because, 
before too much longer, there is going to be an absolute water shortage 
there. 

Mr. Srwon. You can understand from the number of people you 
have seen come in and out of here in the last 2 days that we have a 
lot of other cases to work on, too, and we will get around to these 
people as soon as we can. 

Mr. McGuer. Well, the thing is, this is not doing a proper thing 
in an illegal manner. It is doing an improper thing in an illegal man- 
ner. There is a big difference between pointing at fees on an official 
who is trying to do something right and maybe isn’t following the 
proper procedure. And there has been a very definite attempt to white- 
wash this thing to a considerable degree and I don’t want to see—the 
sooner we can get the thing on the record the sooner we can get it cured 
and we can go back to being a sleepy little community where every- 
body loves each other. 

We have a lot of other things that need to be done. We need schools, 
and civic enterprises have to be brought about in order to have the 
proper community life. 

Well, I won’t take up more of your time. 

Mr. Smron. We will see you at 12 o’clock. 

(Whereupon, at 10:15 p. m., the committee proceeded to other 
business. ) 
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EXECUTIVE SESSION 
THURSDAY, JULY 8, 1954 


The hearing convened, pursuant to notice, at 12 noon, in room 11-C, 
Senate Office Building, H. K. Cuthbertson, assistant counsel, presiding. 
Present: H. K. Cuthbertson, assistant counsel, FHA investigation. 

Also present: William J. McGhee, Lawrence, Ind. 

Mr. Curnperrson. You may proceed, Mr. McGhee. 

Mr. McGuer. In a meeting in January 1954 at the Lawrence Grade 
School, a public meeting held by the Lawrence Citizens’ Committee, in 
attendance were officials of the Indianapolis Water Co.—a Mr. Norris, 
the vice president; and Mr. Finch and Mr. Buldock, and a Mr. Stout. 
The town board members were invited: so were water board members. 
None appeared. The general discussion was to be about the general 
water situation in the town of Lawrence. 

Mr. Curnupertson. You mean none of the town board members 
appeared ¢ 

Mr. McGuer. Although they were invited approximately a week in 
advance. 

Mr. Curnpertson. Just the town board members did not attend ? 

Mr. McGnuer. No town officials. The conti ctor, L. L. Stone, of 
of L. L. Stone, Inc., and his wife attended. This is the contractor 
who has the alleged contract, it being an alleged contract, as never 
having been established as a legal and binding contract because no 
funds had been appropriated prior to the signing of said contract, 
that being contrary to the statutes of the State of Indiana that all 
contracts, before being entered into, to be valid must have funds 
appropriated therefor. 

Mr. Curnpertson. By whom? 

Mr. McGuer. By the appropriating authority. 

Mr. Curneertson. The appropriating authority in this case would 
be the town board and/or water board. 

Can the water board appropriate money ¢ 

Mr. McGurr. The water board has the authority to appropriate 
funds under Indiana 12-C (f) (1): The water board should appro- 
priate the funds for the water project. Under Indiana 12-C (f) (2), 
the sewer project, the appropriating authority there would be under 
the town board. At this meeting, after hearing all the discussion, I 
made this statement: 

The town board will attempt to get a grant and loan and, if successful, proceed 
with the expansion of the Lawrence municipal water system unnecessarily using 
the grant and loan; and then when the water shortage in fire flow and storage 
capacity is proven inadequate, and the hue and cry of the consumer demand 
better service, they will sell out to the Indianapolis Water Co.; and any discrep- 
ancy in the price offered and the price they have paid for this extension and 
betterments they would charge to the giant utility having them over a barrel 
and they are at their mercy. 

I furthermore forecast and charge that this is their intent. This in my opin- 
ion is fraud, pure and simple, against the United States Government in the 
amount of a $124,800 grant, and the people of Lawrence in the amount of a 
$56,000 loan, and the $23,000 interest thereon. 

Mr. Curusertson. That figure was $124,000? 

Mr. McGuer. $124,800, the grant at that time. 

Mr. Curnpertson. You say that would be a loss to the United 
States Government ? 

Mr. McGuer. Yes; and an unnecessary expenditure of funds. 
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Mr. Curneerrson. Would you explain that? 

Mr. McGueer. I think that is covered in previous testimony. 

Mr. Curupertson. Let us put it in anyway. 

Mr. McGuer. Subsequent to this January meeting the grant and 
loan was changed from $124,800 to the $177,000 grant and an $87,000 
loan now. So this is not any discrepancy in the figures. I further 
at this meeting offered to withdraw my suits on this basis: (1) That 
the town fathers withdraw from the grants and loans on the water; 
(2) that L. L. Stone, Inc., agree to waive all claims against the town; 
(3) that the town officials make the town records readily available 
according to statute; (4) that they pay back all the illegal tap fees 
that had been charged as found by the Indiana Publie Service Com- 
mission; and (5) that in a general way they follow Speedway, Ind., 
rules and regulations of operating a water utility with such amend- 
ments as are necessary to effectuate the best for the people of the town. 

I would like to point out that the man at the Indiana Fair Rating 

sureau offices in the Chamber of Commerce Building, Indi: anapolis, 
Ind., referred to in earlier testimony, was a Mr. Storer, who is the 
assistant to a Mr. Susankey. 

In the ease of Scott v. LaPorte (162 Ind. 34, 68 NE., 278, 69 NE... 
675) . 

Municipal corporations may exercise only such power that is expressly 
conferred by law. 


In Liberty v. Davis (102 App. 490, 199 NE., 451) : 


Town must use judgment and discretion in determining how much they will 
pay for a sewer. 

This is a continuation of certain questions and answers before the 
Public Service Commission of the State of Indiana hearing under 
oath, starting January 20, 1954. At present, Mr. Richardson, member 
of the water board, is on the stand: 

Question. Mr. Richardson, do you understand that the superintendent is 
only an employee of the water board of the town of Lawrence? And the statute 
imposes all the duties relative to the legal operation of the town of Lawrence 
upon the water board itself? 

Mr. Curnperrson. Who asked that question 2 

Mr. McGuerr. This question was asked by Commissioner Tennis, one 
of the three commissioners of the Public Service Commission. Com- 
missioner Tennis was conducting the hearing. 

Answer. I realize that. 

That quest ion Was on page 94—A., 

Question. How long have you been a member of the waterworks board? 

Answer. Well, I went on the water board, I believe, in March. I just can’t 
quote the exact date. It was about the 1st of April 1952. 

Question. 19527? 

Answer. Yes, sir. 

Question. Sometime, anyway, after you became a trustee of the town? 

Answer. That's right. 

The last question and answer starts the testimony of Gilbert J. Wild- 
ridge, who was president of the water board and also a member of the 
town board, and subsequent questions and answers are directed to 
him. That ison 29-A. 36-A: 

Question. Well, are the books and records of the town and the water company 
kept together or are they separate? 

Answer. Now they are kept together. Before they were not. 
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Question. They are now kept together? 

Answer. As far as I know, starting around the latter part of December 
the latter part of November or December, I think they have attempted to get 
some system in the waterworks department. sefore that it was helter-skelter 
and find what you could, and that is about all. 


I would like at this time to divert from the record here a moment 
and call your attention to the fact that it was subsequent to the action 
of myself that they started kee ping the books and records together, 
where before they had been keeping them separate according to the 
testimony of the then president of the water board. 


On page 58-A: 


Question. Has any money been expended from that fund, do you know? 

Answer. No, sir. Beg your pardon, sir; do you mean from the fund of 
$31,500? Has there been any money expended from that? 

Question. From what the contractors have contributed, has any money been 
spent from that fund? 

Answer. Yes, sir. 

Question. Was that done at a town board meeting or at a water board 
meeting ? 

Answer. That was done at a town board meeting. 

Question. Do you know when? 

Answer. No, sir. I have approved one voucher, $7,500, to be paid to the 
contractor for laying mains in the new additions. The others I would not 
approve. 

Question. What contractor was that? 

Answer. L. L. Stone. 

Question. And is he one of the people that contributed to the fund? 

Answer. No, sir. He is a contractor that is putting in the water mains, 

Question. That is the only one you have approved? 

Answer. Yes, sir. 

Question. Have any others been submitted to you? 

Answer. Yes, sir. 

Question. And you have not aproved them? 

Answer. That’s right. 

Question. And for what reason? 

Answer. Because there is a suit pending in court that I feel like there should 
be no money expended until that suit is dismissed. 

Mr. Curupertson. Is that vour suit? 

Mr. McGuer. One of them that is probably referred to. They also 
had another suit pending, a class action by another individual. 

Mr. Curnupertrson. What is the nature of that other suit that is 
pending ¢ 

Mr. McGuer. A class action for illegal tap fees. 

Mr. Curupertson. Who was that brought by ? 

Mr. McGuer. I cannot remember the fellow’s name. A consumer 
of the waterworks who sued on the basis that the tap fees charged him 
were illegal; and, representing himself and other people in interest, 
he asked that all funds be returned to those people who were illegally 
charged. 

On 69-A: 

Question. Now directing your attention to the period there when Mr. McCoy 
was superintendent of the Lawrence Water Co., may I ask whether your water 
board ever prescribed any duties for Mr. McCoy? 

Answer. Yes, sir. 

Question. And of what did they consist? 

Answer. I personally came down to my attorney and also to the commission’s 
to find out what the duties of a water superintendent were. I have a copy here 
of a statement from Burns Statutes No. 45, No. 48, 5309; 48, 5311; and also 
received 45, 5310, to acquaint this gentleman with his duties. To my knowledge 
he never carried them out. 
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I would like to divert from the record a moment and state that his 
attorney is Mr. Orbison, a member of the Marion County prosecutor’s 
staff, and the commission re fe rred to here is the Public Service 
Commission. 

On page 78: 


Question. Are you acquainted with the fire flow that is produced under the 
present water system in Lawrence? 

Answer. No, sir. 

Question. Do you know what I mean by reference to fire flow? 

Answer. Well, I thought maybe it went by water pressure in regards to fire 
and so forth. 

Question. You have no information at all as to what pressure is under 
the water system as it now exists? 

Answer. I do not have that information. 


Page 71-A: 


Question. And you have mentioned that you came down and got these copies 
of Burns Statutes. When was that? 

Answer. Well, sir, they are not dated. It was not very long after I was 
appointed to the water board because I was trying to get all the information 
and find out what I was supposed to do on it, and it required a bit of time. I 
had one of them. I came down here to Mr.—it is Hickman or Heineman of the 
State board of accounts gave me one, and I had Mr. Orbison to type up another 
one for me on 5311. 

Question. You say that was shortly after you were appointed? 

Answer. Yes, sir. 

Question. Mr. Wildridge, do you know of a so-called feeder main from the 
new well which has been constructed to connect with the present water-distri- 
bution system? 

Answer. May I ask this question: We have two wells. We consider the west 
well on the west side of Lawrence as a new well, and there is another one that 
has been drilled. I will say drilled on the north side of the town. Are you 
referring to the latest one or the one on the west side of town? 

Question. We are referring to the latest one, Mr. Wildridge. 

Answer. The only thing I know about that, there was pipe laid on top of the 
ground over that well. Now I cannot answer the question whether that pipe has 
been put under the ground or not. I haven’t been over there for 6 months. 

Question. Do you know whether the pipe was laid prior to the drilling of the 
well? 

Answer. It was laid about the same time that the well was being drilled. 

Question. You say about the time. Can you be more specific than that? 

Answer. The well was underway. I can’t say whether the gentlemen were 
100 feet, 200 feet, or 300 feet. 


That is the end of the transcript under oath of the Public Service 
Commission. I would like to refer to the last question and answer, 
though. The well referred to there was drilled four-hundred-odd 
feet. The well log is in the record here, and it shows that the main 
was laid to the well prior to the well being drilled and the well being 
a dry hole. 

The town officials of the town board claimed to be operating under 
chapter 76, act of 1913, as amended, Burns Indiana Statutes, refer- 
ence No. 54-613. There the terminology is used as a “utility service 
board.” It enumerates such things as each year the utility service 
board shall submit a budget. This has never been done. And testi- 
mony under oath on that is on file in Superior Court 1, Marion County, 
under case No, 1521. 

Mr. Curnperrson. What is the name of that case? Who are the 
parties ? 

Mr. McGuer. The parties are myself and the town board and the 
water board and the town clerk-treasurer, a suit to restrain them from 
acting on this particular grant and loan. The language and phrase- 
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ology of this act has never been followed since the town board in 1937 
passed ordinance No. 23 on July 19, creating a department of water- 
works consisting of three waterworks trustees. 

855-01 Says: 


Said town board has the power to establish such waterworks board of trustees. 


This is the 1933 act, chapter 235; and 4853-03 sets out the qualifications, 
terms, compensation, and the fact that a bond has to be filed. Said 
waterworks board did file such bonds and have appointed themselves 
in the manner prescribed under this section of the act; and 4853-05 
says that— 

The water board trustees shall have exclusive government management opera- 
tion, and shall have full power to design, order, contract for, extensions and 
betterments of the works, to purchase all necessary supplies, equipment, issue and 
sell bonds, appoint and employ necessary officers, agents, attorneys, engineers, 
to make and enter into any and all contracts in the name of such city without 
the ratification thereof by any other board, body, or officer of such city. 

4853-07 outlines their operating expenses and manner of payment, 
which the water board has followed generally this method of payment. 
Referring back to 4853-05, the water board on February 26, 1952, did 
enter into a contract for the engineering on this project under question, 
Indiana 12-C (f) (1), and the members of the water board at that 
particular time were not members of the town board, thus showing it 
not to be ex-oflicio members of the water board in that by being mem- 
bers of the town board, by virtue of their office they were automatically 
members of the water board of trustees. 

This shows a separate and distinct political subdivision under the 
statutes of the State of Indiana, that they did have a secretary, a 
Robert L. Knox; they did have a superintendent, Ernest McCoy, now 
deceased; and did appoint a temporary superintendent in his place; 
that they did establish a depository for funds, separate and distinct 
from the town. All these acts constitute compliance with the 1933 
statutes, as against their lack of action in any way to comply with the 
1915 statute until I raised the issue. 

United States Public Law 139, as amended, section 103, states : 

No loan shall be made pursuant to title III of this act unless the chief execu- 
tive officer of the appropriate political subdivision certifies 
and that is further defined as the chief executive officer of the appro- 
priate political subdivision shall mean appropriate principal execu- 
tive oflicer or governing body having primary responsibility with 
respect: to the water facility involved. It is clear that the chief execu- 
tive officer and the appropriate political subdivision was the president 
of the water board and the water board of trustees. 

Mr. Curnusertrson. Who actually made the certification ? 

Mr. McGuee. The certification was made in my opinion because, not 
having seen said certification—— 

Mr. Curupertson. There is such a certification, though ¢ 

Mr. McGueer. But said grant and loan could not have been made 
without certification according to the law, because none shall be made 
unless it was made by A. E. Richardson, president of the town board— 
a clear usurpation of authority under another section of the Indiana 
statute. 

Mr. Curneertson. You are sure he made the certification ? 

Mr. McGueer. I am not positive; but I am sure that he did. 
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Mr. Curnpertson. It could not have been the waterworks—— 

Mr. McGuer. The waterworks board in their testimony under oath 
testified that they did not certify to anything. Until a man is con- 
victed of perjury, you must assume that he has told the truth under 
oath, do you not? 

Section 103, subsection (b): 

No grant shall be made for the construction of comnrunity facilities, water- 
works, unless the chief executive officer of the appropriate political subdivision 
certifies and the Housing and Home Finance Administrator finds that such 
waterworks cannot otherwise be provided when needed without the excessive 
tax burden increase or an unusual and excessive increase in the debt limit of the 
appropriate local agency. 

Back in the record you will find sufficient evidence to show that the 
chief executive officer made no investigation and did nothing at all to 
find out whether or not this project could be otherwise provided when 
needed. However, there is the slim possibility that one cannot go 
behind the discretion of a town official. However, the evidence indi- 
cates very strongly that there is a gross abuse of discretion in that no 
investigation was made prior to the said certification to the HHFA. 

Mr. Curupertrson. For clarification, this investigation that the 
statute talks about; that is, an investigation by the 

Mr. McGuer. No, there is no investigation phrased here. 

Mr. Curnpertrson. What is the phrase there ? 

Mr. McGuer. The phrase is “the chief executive officer shall cer- 
tify.” How can he certify to something if he does not investigate and 
does not know? The testimony I have read in the record earlier was 
that of the chief executive officer, who did not know anything about 
it. But this chief executive officer of the a ppropriate political sub- 
division, the water board, did not know anything about it and he 
certifies. 

Mr. Curupertrson. He certified that these facilities cannot be pro- 
vided in any other way and it will not unduly burden the debt 

Mr. McGuer. I will come to that in a minute. Further on this, 
the Housing and Home Finance Administrator must find also that the 
services cannot otherwise be provided when needed, and when said 
Administrator has not, and the evidence is clear in this record, made 
any investigation at all as to whether it could otherwise be provided, 
it 2o0es to the @Toss abuse of discretion. 

Mr. Curupertson. On the part of the Administrator. 

Mr. McGuer. On the part of the Administrator, and that is enumer- 
ated in my present suit filed against Albert M. Cole, said Admin- 
istrator. 

Mr. Curnserrson. When did you file that? 

Mr. McGuee. Last Friday. 

Mr. Curneertson. Where ? 

Mr. McGuer. Federal court. 

Mr. Curneertrson. In Indianapolis? 

Mr. McGuer. Yes. Further, he must find, and the certification 
must also show, that this project cannot otherwise be provided and 
without the imposition of increased tax burden or excessive increase 
in the debt limit of the appropriate local agency. In other words, if 
the agency can go out and borrow the money, no money shall be granted 
to them. If the water company can go out and get the money with- 
out excessive taxes, then the money should not be granted or loaned 
to them. 
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However, here the Administrator in his first determination on this 
determined that $56,000 was the legal maximum limit that could be 
loaned to the town. In searching Burns Statutes, I find no legal limit 
on a municipal utility other than what the bond buyers determine is 
economically feasible as their economic debt limit. ‘There is no law 
on the statutes to my knowledge that on a revenue utility limits the 
amount of its debt other than what the lender wishes to place upon it. 

Mr. Curupertson. How about the Constitution ? 

Mr. McGuer. No. You are talking about bonded indebtedness 
based on 2 percent of the assessed valuation. That is only when the 
money to repay those bonds comes from taxes. On a revenue-operated 
utility, the money can only come from the utility’s profits and they 
can never be assessed against the town as taxes. 

Further along the same line, Mr. Cole in his wisdom—put a question 
mark after that—determined that $56,000 on December 9, 1952, was 
the legal maximum limit. By March 1, 1954, he revised his findings 
to $87,000. He did not decrease the amount of the grant, but he also 
increased the amount of the grant $124,000 to $177,000. Furthermore, 
in section 101 of this act, title I, it says: 

The authority in title IIT shall not be exercised in any area unless the President 
shall have determined that such area is a critical defense housing area, 

The area of Marion County, State of Indiana, was determined by 
the President to be taken off of the critical defense housing area list 
last June 30, 1953, thus making the offer of Mr. Albert Cole, which 
was accepted by the town in March of this year, an offer of which he 
had no specific legal aut hority under the acts to make. 

It is parallel to the Treasurer of the United States paying out funds 
without a voucher or without any specific authority under the law. 
This is also attacked in the suit under the authority of title V, section 
1009, Administrative Procedure Act, in which there are specific cases 
that you can go behind the gross abuse of discretion on the part of 
an Administrator; and also that the Administrator, if he does not have 
specific authority under law, the case is subject to judicial review. 

Further, I go back to the language of the intent of the act as con- 
tained in Senate Document No. 70, 82d Congress, in which the intent 
clearly was to be used in extreme hardship cases on the part of a com- 
munity, of where there was no other way to do it and there was a 
defense problem. 

A good example would be an atomic center out in the middle of the 
desert some place in which the town mushroomed from 150 population 
to 10,000 in a matter of 6 months. It is clearly demonstrated that it 
would be impossible to do it in any other way. The town of Lawrence 
is made up of the same type of people as the rest of Marion C ounty. 
As a matter of fact, in the township of Lawrence last year we only 
had 3 people on relief, and those were extremely aged people. Having 
served on the planning and zoning board and lived in the community 
for some 15 years, I would say it is basically better off financially than 
the average of the ¢ ity of Indian: ipolis. 

There is no need for the pe ople of this community to be subsidized, 
even if the Indianapolis Water Co. gets to keep the rate increase which 
they have asked for and received and is under attack in the courts, 
which would mean that the rest of the people i in the county would be 
paying 60 cents more for water. There is no need that we should be 
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subsidized by Federal funds to keep us from paying more than what 
the rest of the people in the general metropolitan area are paying. 

Furthermore, I would like to repeat that the water situation here is 
extremely inadequate, and even if all these Federal funds are spent 
us proposed, we will still have an inadequate water supply and I will 
predict that within the next year and no later than the summer of the 
new term of office of the new town board, they will enter into an agree- 
ment with the Indianapolis Water Co., from necessity, due to the 
acute shortage of water in the area 

Mr. Curueertrson. You mean these facilities that they are starting 
to put in will not be adequate? 

Mr. McGuer. That is absolutely right. There is no additional 
storage capacity, and it is a proven fact and conclusion of the Indiana 
Division of Water Resources and the United States Geological Service 
that the ground-water conditions in that area are such that it will not 
supply the needs as are indicated. 

Mr. Curuserrson. Then it is your position that they will be forced 
to sell to Indianapolis Water, and Indianapolis Water will be able 
to buy it up at a low price? 

Mr. McGuer. That is a matter of negotiation, and usually when you 
have somebody over a barrel, you usu: my drive a pretty hard bargain. 

Mr. Curneerrson. The reason I said that was from your prior 
remark. 

Mr. McGuer. I cannot state what the attitude of the Indianapolis 
Water Co. would be. 

Mr. Curneerrson. Is that why you are opposed to this, one of the 
reasons ¢ 

Mr. McGuer. I do not quite get your question. One of the reasons 
I am opposed to the grant and loan is that it is unnecessary, period, 
and it will not supply the water. 

Mr. Curneertson. It is really necessary but it is not enough. Is 
that it? 

Mr. McGuer. Yes. If they really wanted to do it up in a bang-up 
way, they should get another quarter of a million dollars grant so 
we can build two 500,000-gallon storage tanks in the town to supply 
adequate storage capacity, and then they should condemn part of the 
Morris Reservoir that belongs to the Indianapolis Water Co.—con- 
demn the water supply from that and build a 12—and while they are 
at it they ought to build a 20—inch main about 5 miles from the 
reservoir. 

Mr. Curneertson. The town should do that itself? 

Mr. McGuer. And get the grant money to do it. Under the theory 
of Cole that he should give this grant money to the town so that it can 
maintain its independent status, where if he does not give the grant 
money to them, they would actually be forced to sell to Indianapolis 
Water Co., by the economic need. 

There is nothing in the act that says—even in the intent of the act— 
he is supposed to go out and keep uneconomic municipal water plants 
going. That does not contribute to national defense. This is a de- 
fense act. What contributes to national defense in this case is water 
and getting the water to houses in the cheapest way possible. 

The Indianapolis Water Co., the record shows, is capable and are 
willing and could have done it without any cost to the town whatso- 
ever and at no cost to the Federal Government. 
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Mr. Curnperrson. That to your mind would be the satisfactory 
way to do it, the best way to do it? 

Mr. McGuer. That would be the only way to do it. period. After 
all, we use Indianapolis Bell Telephone system in the area. We use 
the Indianapolis Power & Light Co. ‘They are both private utilities. 
We use the Citizens Gas & Coal Co., which 1s a mun licipally owned 
political | subdivision of the State of Indi ana under speci al statutes. 

I think that is the only one that applies to the city of Indi: ——— 
Under community facilities, perhaps Mr. Cole would hike to go ahea 
and give us enough money to put up a municipal powerplant. I thinl c 
we ought to have our own municipal telephone system. 

Mr. Curupertson. But you would be equally opposed to the F ederal 
sidcsini Administration giving the town of Lawrence a sufficient 
sum ona grant basis to erect a proper water-supp lv system ¢ 

Mr. a It would be, in my opinion, beyond the law because 
“ law says “can otherwis se be p rovided without excessive tax increase 

waueure tale limit.’ 

‘If you will give me water service at a rate approved by the public 
service commission and by the courts of the State of Indiana, that is 
fair and equal treatment with no discrimination of anyone else. If 
that is available to me at the going market price, you might say, that 
is a method of being otherwise provided. 

Now, in that method there is no increase in taxes because it is not a 
tax-operated utility, and there is no increase in the debt of it because 
no bonds have been sold. I know Mr. Cole comes along and wants to 
increase the debt limit of the town by taking up $87,000 worth of 
bonds, and he also wants to come alone and ceive the town some money 
and there is no increase in taxes on either one of them. 

According to the law, if the town could have found somebody to buy 
this $400,000 worth of bonds to do what they are = ning on doing, 


and the water rates were raised to $5 a month t » pay off the bond 
issue- - a words, before a bond house would buy the bonds, they 
would say, “Well, your rate structure is going to have to be suc 7 as to 
guar: eas ‘these bonds at the time we buy them.” And, then, Fae 


the rates must be sufficient to pay off all bonded indebtedness aa 
forth. 

That project could have been solved that way. If the people in the 
town had that alternate against taking the Indianapolis Water Co.., 
you know what they would have accepted. In other words, this could 
have been provided otherwise than using Federal funds. 

Now suppose the water did go to $5 a month in the town of Law- 
rence, Why should Mr. Cole come in and give money to subsidize it to 
make it $2.25, $1.75, or whatever for the average bill? Why should he 
cut the water bill in half? Are we poor or going around with the 
seat of our pants out ¢ 

Furthermore, it is a good question whether the area is actually a 
critical defense area in the spirit and intent of the planning, because 
people moving into these houses, most of them aren’t defense em- 
plovees, that’s for sure. 

Mr. Curnperrson. Do you have anybody with you that is in this 
fight? Are you alone? 

Mr. McGuer. No: Iam not alone. I don’t consider mvself 


1 
aione, 


I have just been more aggressive and had the time that I could devote 
to it, and I feel highly incensed at the usur pation of power on the part 
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of our local officials and the seeming dictation coming from Albert 


M. Cole and/or his agents. 
Mr. Curneertson. Are you receiving any financi: al assistance from 


anyone ¢ 

Mr. McGueer. I have received financial assistance from numerous 
people. I will state this for the record again—not from the Indianap- 
olis Water Co. 

Mr. Curneerrson. Private citizens in Lawrence ? 

Mr. McGuer. Private citizens in Lawrence and Indianapolis. 

Mr. Curnerrrson. But no one connected with the Indianapolis 
Water Co. in any way, shape, or form ¢ 

Mr. McGurr. The Indian: ‘polis W ater Co., Iam not their employee, 
or I don’t intend to be their employee, or I ‘have not been their em- 
ployee, and they have not given me any money. 

Mr. Curupertson. And no one associated with them ? 

Mr. McGuer. There are all kinds of people associated with them. 
We have got a guy that reads meters out in Lawrence that works for 
them. I don’t know whether he has put any money in my pocket or not. 

Mr. Curusertson. To your direct knowledge there has been no one 
associated with them that has helped you financially ? 

Mr. McGueer. I have even awakened in the morning and found $5 
or $10 in the door. A fellow mailed me $10 from California. 

Mr. Curupertson. But to your knowledge there hasn’t been anyone 
associated with them ? 

Mr. McGuer. Well, I can’t recollect anybody that I know who holds 
any job for them or anything, unless it might be that meter reader. 
He might have put some money in the pot at one time or another. I 
take help where I can find it. If the Indianapolis Water Co. wants to 
donate a thousand bucks to me or $500 or $10, I will take it, I will tell 
you that right now. 

Mr. Curnuspertrson. You have done a tremendous lot of work here 
and spent a lot of time on it. 

Mr. McGuer. I have done it as a citizen. I have been maligned 
on that one particular point. If the Indianapolis Water Co. is going 
to give me some money if I win this ease and all that sort of thing, I 
will say under oath that that is not the case. I mean I just wish it was. 

Mr. Curmperrson. How many suits have you got pending now? 

Mr. McGuer. I have got one that I intend to appeal. At this time 
I intend to appeal it, anyway. 

Mr. Curupertson. What is that? 

Mr. McGuer. That is the one against the town board that I re- 
ferred to. 

Mr. Curnpertson. An injunction ? 

Mr. McGueer. Yes. 

Mr. Curuepertson. You lost that? 

Mr. McGnee. I don’t know whether you saw the clips on it, but 
that was the one where seven attorneys showed up and I didn’t get 
in any evidence at all. I acted as my own attorney. 

Mr. Curneertrson. That was in Marion C ounty ? ; 

Mr. McGuer. Yes. 

Mr. Curneertson. When was that decided ? 

Mr. McGuer. I can’t give you the exact date on it now. 

Mr. CuTHBeERTSON. You had no other attorneys assisting you in 


that ? 
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Mr. McGuer. No. 

Mr. Curupertson. You are going to appeal that ! 

Mr. McGuer. It is my intention. 

Mr. Curnperrson. Then you have got a suit in Federal court you 
filed last Friday ? 

Mr. McGueer. Before I appeal that, I am going to ask for a new 
hearing on new evidence. There is no sense in going through an 
appeal. I filed a Federal suit against Cole principally. 

Mr. Curuserrson. Did you file that yourself? 

Mr. McGuer. No; I had an attorney. 

Mr. Curneertson. Who was your attorney ? 

Mr. McGueer. Les Duvall. 

Mr. Curnpertson. The reason I asked, I thought you mentioned 
before that he was helping you. 

Have you got any other suits? 

Mr. McGuer. Yes; I have got one on the sewerage, in which the 
demurrer was sustained, which I am going to have to amend. 

Mr. Curupertson. That is pending? 

Mr. McGuer. Yes. That was demurred on June 15, I think. I will 
have to go back and work that over. 

Mr. Curneertrson. When was that first case that you are going to 
appeal decided ? 

Mr. McGuer. I dropped it out of my mind, and I don’t have a copy 
of it with me. 

Mr. Curnpertrson. About June? That’s good enough. 

Mr. McGueer. It was probably the latter part of May. 

Mr. Curuperrson. Then as I see it your complaint against HHFA 
is based upon two things. One, the Administrator of HHFA con- 
tracted with the wrong party. 

Mr. McGuer. He made an offer to other than the appropriate po- 
litical subdivision, and since the appropriate political subdivision 
did not accept it and the offer had a 60-« ay accept uice clause in it, 
said offer was not legally accepted and automatically void. 

Mr. Curnperrson. And secondly, HHFA abused their discretion. 

Mr. McGuer. Gross abuse of discretion—not just abuse—in that 
they made no investigation to come to a finding. I think in that case, 
the cases on record clearly show that the Administrator’s are subject 
to judicial review. Further, it was not the intent of the act, and that is 
clear in Senate Document No. 70, that they did not expect the Admin- 
istrator to set himself up in an ivory tower and look at a crystal ball 
and come to findings in determining how much grants and loans should 
be expended. 

Further, the mere fact that the act calls for a certification from the 
chief executive officer of the appropriate political subdivision of the 
governing body having jurisdiction thereof, that this certification was 
put in there so as to enable the agency to have recourse against those 
people signing such certification. 

The testimony before the Banking and Currency Committee in 
April on FHA matters, the counsels there so testified that the 608 law 
portion was amended in the title lines as to certification so that they 
could prosecute. That was obviously why it was also put into Public 
Law 139. 
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However, the Administrator of the agency and the Commissioner of 
Facilities, Mr. John Hazeltine, for some reason seem highly reluctant 
to even thoroughly investigate. 

Mr. Curneerrson. When did you first call th.s to the attention of 

HHFE A ¢ 

Mr. McGuer. September 20, 1953, by telephone. 

Mr. Curnperrson. What did they say! 

Mr. McGui E. They sald they would look into it. 

Mr. Curneertrson. Did you ever talk to them again about it? 

Mr. McGuer. Yes. The correspondence is all in the record. 

Mr. Curnperrson. I think that is all. 

Mr. McGuer. There is one other point. Burns Statute of Indiana, 
61, 303, savs the appropriate political subdivision must be the one 

epting Federal aid, and 61, 1305 (¢) Says: 

Che term political subdivision s] mean and include any public utility even 

this time not privately owned 

By reading the 15 statutes and the 33 statutes referre d to and this 
61, 1303 and 5, which is chapter 178 of the acts of 1947, and Public 
Law 139 together, which must be a with the evidence, no one I 
have come up to who is independ of the situation has come to any 
canclusion except mine, and it has eu n reviewed by some good attor- 
nevs al di nvestigators and so forth 

Futhermore, having a rather firm belief in the Deity, and that fact 
that there is an old saying that one man who is right in God makes 
: majority, if no one else decides this case, the water shortage existing 
there seems to be under no one’s control and it looks like the highest 
tribunal in the world will rule on this case even if some men are 
inclined to shove it to one side and cover it up as has been attempted 

Mr. Curueertson. Are the facilities being constructed now ? 

Mr. McGuer. Yes. 

Mr. Curupertson. They are going on with construction. 

Mr. McGuerr. Yes. They are spending the money and on Tuesday 
night of this week the town advertised to sell the bonds in the amount 
of $87,000 and the only offer the town had was—I will presume since 
[ was not there, but the previous offer was signed by John M. McCol- 
lum, region 4 of HHF A, Chicago office. 

Mr. Cutnsertson. Who is the town’s attorney ? 

Mr. McGuer. Mr. Victor Jose, Jr., who also’ hap pens to be county 
treasurer and Marion County inheritance tax appraiser, and the State 
board of accounts records, No. 96065, or 66, shows that he is getting 

fee of up to one and a quarter percent of all funds being expended 
in the entire project. 

His reported fees under a spec ific new State statute were better 
than some $11,000 of his other offices. Portions of some of his income 
is not necessarily reportable under the statute. 

Mr. Curnpertson. You don’t have anything more to put in? If 
you think of anything let us know, and we will put it in. 

(Whereupon, at 1:25 the hearing was concluded.) 
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(The material submitted by Mr. McGhee for the record follows :) 


STATEMENT OF WILLIAM J. McGuer, LAWRENCE, IND 


1. My name is William J. McGhee, and I reside at 8610 Pendleton Pike, Law 
rence, Marion County, Ind 

2. I would like to state that I am a self-employed photographer operating a 
very small business with no employees Iam a veteran with over 6 years Army 
duty, all of which was voluntar) Since Independence Day has just passed, it 
calls to mind the principles of our country, and I would like to point out at this 
time that I have dedicated voluntarily some 380 percent of my adult years up 
holding these principles I feel that every citizen has rights, but also has duties 
and responsibilities as a citizen, and if he shirks his duties and responsibilities 
of being a citizen he is weakening the moral fiber that our forefathers used so 
well to get this great country started 1 don’t have to tell you gentlemen that 
there are forces in this world who are utilizing every means at their command 
to pervert our system and our way of life to their own liking. So much fur my 
owl personal reasons for my actions and the results you will hear in the sub 
sequent testimony. Also, I have signed under oath and filed with the county 
recorder standard State non-Communist-affiliate athdavit. 

5. To start with, 1 would like to state, for the record, and under oath, that 
I have not been, and am not, nor do | intend to be, in the employ of the Indianap 
olis Water Co. This has been rumored in a crude attempt to discredit my actions 

4. 1am going to go through this chronologically as ciose as possible If there 
are any questions at any time or elaborations on a specific point, please feel free 
to interrupt me. 

5. The town of Lawrence is represented politically by two independent parties, 
naurely, Progressives and Citizens ticket, and the town holds its elections in 
off years. In the 1950 census Lawrence had a population of 1,953; estimated 
population for 1953 was 2,700 and estimated population at present is 38,100. 
I was appointed by the present town board to the planning and zoning board as 
a citizen member without pay. Membership in any planning and zoning board 
in Indiana keeps one from drawing any other salary from any other political 
subdivision. This job I took on as a civie duty. Later I was unanimously 
elected by members of the board as president of the planning and zoning board. 
After approximately 8S months as president, I called a special meeting of the 
planning and zoning board and invited members of the town board to attend and 
the chairman of the Citizens Party (this party has no connection with the Law 
rence Citizens Committee, Inc.) At this meeting I explained in detail for some 
hour and a half as to which actions by both groups I was in disagreement with 
Also, to their individual actions, which was not conduct, in my opinion, becoming 
a public official. A couple of months later a roundrobin was passed asking for 
my resignation. I refused to resign as a member of the board, but tendered my 
resignation as president of the board, which was accepted 

6. I found that some people had been paying no water-tap fees and others 
were being charged as high as $300, that some builders were paying $40 average 
tap fee, others $80, and others $150, and others as much as the traffic would 
bear. This was what excited my general suspicions and the fact that at one 
meeting on sewers the engineer made the statement to me that no front footage 
charge was to be nade in what we call the old section of the town (as opposed to 
the new subdivisions added in the last 24% years), and jater finding the ordinance 
proposing a charge of $5 a front foot plus a $50 additional connection fee per 
lot, and the passage of a tap fee in the amount of $150 per water-service connec 
tion. This was all explained to the people by A. E. Richardson, member of the 
water board and president of the town board, as being a requirement of the 
Housing and Home Finance Agency in order to enable us to get the grant money 
This was discovered later, at the Public Service Commission hearing, not to 
be true. 

This seemed highly improbable with some of the other things he had said, so 
I took myself to the regional office on two separate occasions to determine what 
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the facts were. The last time, in August 1953, I got the statement from Mr. 
Brown. who is the assistant administrator of region IV, that if we did not quit 
delving into the grants and loans the Government might withdraw their offers 
of aid and assistance. Subsequently, the Agency has been sued, the town board 
has been sued, allegations ranging from conspiracy, gross abuse of discretion, 
and the illegal payment of funds have been made under voluntary oath, and all 
these have been transmitted through the mails of the United States by myself, 
and so far none of the charges have been disproved, nor has any criminal action 
been filed against me for false statements under oath, nor has any postal inspector 
called on me. 

7. To touch briefly on the project called Ind 12 CF 2, which is the sewer and 
sewage-treatment plant for the tuwn, the proposal was originally for a grant of 
$230,440 from the Public Health Service, $253,466 from HHFA, making a total 
of grants of $483,906, and a loan secured by a junior bond issue from HHFA in 
the amount of $418,000, with the funds required to complete, $400,000, making 
a grand total of $1,297,906. By a freak accident, I happened to get hold of a 
set of these figures when the project was, shall we say, “in the bag.” This set 
of figures had been approved, according to the engineer’s statement (Mr. Leonard, 
of Boyd Phelps, Ine., of Michigan City and Indianapolis, Ind.), by HHFA, FSA, 
through the Public Health Service and all the agencies of the State of Indiana 
having authority therewith. The figures were so arranged, with mathematical 
mistakes on every page, so that it was impossible to run an accounting until all 
the figures had been reworked. This I had done and came up with a separate 
means of financing the same project, using the same sources. This alternate 
plan was refused due consideration by the town board even though it had the 
overwhelming support of the people of the town. 

8. I found other evidences of misadministration on the part of everyone con- 
cerned and I filed suit against the town officials on the said sewer project in 
November 1953. This action kept the town board from selling their senior bond 
issue for $400,000, by reason that the bond counsel could not give an unqualified 
opinion. 

9. On February 11, 1954, Mr. A. E. Richardson, president of the town board, 
wrote a letter asking HHFA ot Chicago for approval to revise the financial 
situation, stating he wanted the grant to remain the same, $253,466, the HHFA 
loan increased from $414,000 to $458,000, and the applicant’s funds to be lowered 
to $101,240. The FSA and Public Health Service grant would remain the same, 
$230,440. This would make a total project cost of $1,043,146, in which they cut 
back the project in the amount of $71,042 in physical size. So, by adding the 
$71,042 to that figure you get $1,114,188, which would reduce the cost of the 
project, relieving it of the unnecessary expenditure of $183,718, saving the people 
of the town that amount and also saving on the various fees, such as attorneys, 
engineers, and others, and saving the issuance of $400,000 revenue bond issue 
and the interest thereon, the junior bond issue being raised $44,000. That is 
2%4 percent, so it saves actually a bond issue of $356,000 at 4 percent. All of 
this was done by mere filing of a suit, which was never answered until June 15, 
1954, when it was demurred to, and the demurrer was sustained, and I was now 
in the position of having to amend the complaint. My cost in this action was 
the $10 filing fee in the courts. This is a considerable amount of fat to be taken 
out of a project which had been so thoroughly checked and rechecked by the 
Chicago regional office from an administrative standpoint, from an engineering 
standpoint, from a revenue standpoint of financing, et al. 

10. I will now go briefly into the two title IX projects in Lawrence, Ind. 
The first one came to my attention as the plat for subdivision was up for ap- 
proval in the name of Mr. Bob Bartlett of Kessler Homes, Inc., as I took office 
on the planning and zoning board. He represented himself as going to be the 
developer and the man who was going to build the houses. However, at one 
time in the hearings I felt that this was not true, that he was fronting for 
someone in getting the approval. This suspicion was later found to be the case 
as a Mr. Dick Fisher, representing Shelby Construction Co. of New Orleans 
and Property Management Co. of Indiana took title to the land after all the 
platting, and so forth was approved. 

11. Shortly after this, Mr. Charles Dawson became State director of FHA, 
and there was another title [IX outfit that had a commitment for this area. 
If my memory serves me correctly, they had last built in Kansas City and they 
were attempting to buy Mr. Walter Barbour’s 80 acres. He journeyed to 
Kansas City and saw their last project, in which they had thrown up some 300 
to 400 houses in 6 months and had overcrowded the school system to the degree 
that they were holding school in school buses backed up to the building. He 
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came home and took the attitude of refusing to sell to any of that type outfit 
because he felt, as a sincere citizen, that the project should develop over a period 
of 3 to 5 years in order to allow the school facilities and other facilities proper 
opportunity to grow. 

12. At that time I contacted Mr. Charles Dawson several times and had some 
long chats with him regarding title LX housing. He said, at that time, to the 
effect that he was not going to certify any further need of title IX housing 
(this was early in 1953) as he had just come from Gary, and after a project 
was completed there they advertised for 30 days for defense workers, as re- 
quired by law, then came in crying for a waiver from this as they could not 
find sufficient defense workers to make the project go as certified, and he felt 
that no further title IX housing was needed in the State. However, he said 
these people have commitments and he could not stop them, that any stopping 
would have to be done on a local level by seeing that they did not get the 
proper variances, and so forth. 

13. Property Management, Inc., took out all the building permits for its 328 
houses at one time. As the project was proceeding, I drove past one day, and, 
in my capacity as a member of the planning and zoning board I was an inspector 
also, I saw that the fill was exceptionally heavy in the northwest corner of the 
project. I went by to see the plans and specifications of the building inspector’s 
office, and none had been submitted to him with the application for permits. 
I proceeded to examine the project on foot and I found fill under the founda- 
tions of one particular house as they were cutting the water and sewer trenches 
to it. The fill was between 11 and 14 inches deep. First I took the building 
inspector out there with me. He said that was terrible, and we called a special 
meeting 3 days later, as required by law. During the interim, Mr. Dick 
Fisher of Property Management had Mr. Sam Rupple, chief inspector of the 
Indianapolis office of FHA out and, with the building inspector they toured the 
project and said that they could see nothing wrong. These are the statements 
made at the hearing by Mr. Fisher and our town building inspector. Sam Rupple 
was not at the hearing. Our building inspector, Bill Hayes, plainly lied when 
he said he could not see anything wrong over there. On calling the next day, 
Mr. Rupple told me that he had not gone into the area that I had in mind. 
So I then talked to Mr. Dawson and told him the exact location of the lots in 
question and the specific house in question, some 10 or 15 lots being involved, 
and asked if he would have Mr. Rupple check them again. I was called some 
time later by Mr. Rupple and he said he couldn’t find anything wrong, and he then 
admitted on close questioning that he had not been to the specific area that I 
had pointed out. It was during this period that one morning about 7:30 Mr. 
Dick Fisher, and I know his voice well, called me on the phone and proceeded 
to cuss and revile me and threaten me with bodily harm, to wit, shoot me if I ever 
set foot on his project, either in the streets, which is recorded public property, 
or anywhere around. 

14. Further, Charles Dawson informed me that Property Management mort- 
gages were going to be bought by New Orleans (presumably Shelby Construction 
Co.) and no inspection was required by the FHA except on request of the lender, 
and that they would not request inspection until the project was completed. Of 
course, this being a subsidiary corporation of Shelby Construction, they would 
not request inspection and not demand, as normal lenders, rigid inspection. 
Then they would sell in blocks, Mr. Dawson told me, of approximately 50 houses 
at one time, a block of mortgages that had been approved and guaranteed by 
FHA to various insurance companies. This is a very neat gimmick to, in effect, 
become your own inspector. 

15. I further proceeded to call Mr. Dawson and tell him that I wanted Mr. 
Rupple to inspect the specific lot designated and the other surrounding it and 
that I wanted to be notified in advance when he was coming out so that I and 
other members of the planning and zoning board could be there when he inspected 
that particular foundation. Mr. Rupple called one day right after I left for 
town, indicating to me that they were watching my house so they could white- 
wash the project again and it would be my fault that I hadn’t been there. 
Fortunately, my wife reached me in town and by turning around and coming 
back and picking up one of the board members I drove to the project and Mr. 
Rupple had laborers dig two holes next to the foundation. We stood there for 
some 2 hours before Mr. Rupple reluctantly had the laborers dig another hole 
and reluctantly come to the conclusion that there was fill under the foundation 
and he said that he would require underpinnings. 

16. I will now move on to the second title IX project. After the earlier con- 
versations with Mr. Dawson in which he stated that he would approve no further 
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IX projects, a Mr. Tom Mahaffey, who was involved in the title 608 project 
eadowbrook Apartments, Indianapolis, took an option on what we call locally 
the Joe Reed property Mr. Dawson said that he would not, and did not, certify 
as to the need for this title IX project. Mr. Mahaffey asked him if he would 
stand in his way if he went over his head and got the approval. Dawson told 
Mahaffey there was nothing he could do if he did. Mahaffey proceeded to higher 
authority, in Washington, D. C., I presume, and in the waning days of the act of 
the critical defense area in Marion County, June of 1953, he received the neces- 
sary certifications and the commitment for this project of 157 rental units, ap- 
proximately 100 units being doubles. Mr. Tom Mahaffey is now State Repub- 
lican Party tre * and according to newspaper reports has entree with “Little 
Doc’ Sherwood, our Governor's unofficial assistant to the White House on mat- 
ters presumably such as patronage, ete. An argument based on lack of com- 
munity facilities, namely, water, sewage-treatment plant, and school facilities, 
was sustained by the Marion County Planning and Zoning Board, keeping this 
land, which was still under opposition, from being annexed until August 1955. 
It is indeed peculiar to me that a man such as Tom Mahaffey, involved in 608’s, 
ete., could at this late date, and over the lack of approval ‘‘as to need” by the 
State director of FHA that the Washington office in the matter of a few days 
gave him the necessary commitments furthermore, this project is unusual in 
the fact that Mr. Don Davis, one of the incorporators also involved in Gary, Ind., 
construction and the Evansville area, and Mr. Mahaffey, presumably under 
similar FHA commitments could within the price range approved by the FHA 
install their own sewers and water mains at their own expense and prepare to 
make gifts of them to the town when none of the other builders, including another 
title LX, could do so. A. BE. Richardson, town board president, is rental manager 
of this project 

17. With regard to the water project, town of Lawrence, HHI A identification, 
Ind—12-CF-1, I have charged under oath and under verified complaint without 
privilege that Cole has exceeded his authority under the specific terms and pro- 
visions under Public Law 139, 82d Congress: and further that his findings were 
made without any reasonable basis whatsoever: which constitute an arbitrary 
and capricious exercise of discretion, and that further the certifications his office 
accepted and their subsequent investig 
contrary to the facts On September 27, 1953, myself and some 47 other people 
sent telegrams to Attorney General Brownell, Senators Capehart and Jenner and 
Cole (HHFA), in which we charged that the $124,800 grant and the $56,000 loan 
Was unnecessary and not in the best interests of anyone, and asked for an 
impartial investigation. On the Wednesday following, Mr. Cole sent down Brown 
and Harold E. Van Ornum of the Chicago regional office to investigate. I was 
indeed surprised to see these men as I knew their attitude to be in sympathy 
with the town fathers and that Brown had from its inception of the project 
handled all the details. So, here we have the picture of a man investigating 
himself. Prior to his seeing me he released an unofficial rumor to the local 
paper, the Lawrence Journal, that nothing was wrong with the Lawrence project. 

18. On the preceding day I had called the local FBI office and they had sent 
a& man out with an attorney background to whom I gave a privileged statement 
consisting of who I felt was guilty of collusion and fraud and why. Without 
authority, he told me that, in his personal opinion, I had given sufficient data to 
him for some 3 hours that would call for a full-scale investigation as soon as the 
Inatter was properly referred to Washington. The next day his office called back 
and told me that this agency had its own investigatory staff and that the FBI 
could not investigate it unless the agency referred the problem to the Depart- 
ment of Justice for investigation However, this material was condensed and 
my name deleted and forwarded to Washington, and from the subsequent actions 
I know that it was further referred to the Washington Department of Justice 
office to HHFA, because John Hazeltine, Commissioner of Community Facilities 
HHEA, ordered two men who were employed under Brown at Chicago to come 
down to interview me In this they only wanted to know where the fraud and 

if 








ition were a gross abuse of discretion and 








collusion was I asked if my statements to them were privileged. They replied 
that they were not, so I refrained from giving them any statements. I did give 

m all the other information I had at hand and drove them completely through 
ll the projects and we jointly interviewed Mr. Walter Barbour, developer of 


306 houses on his SO acres, who told them he thought he could put his own water 


mains and service connections in for the $150 approved estimate as the builder's 


portion referred to in Cole’s subsequent letter, thus showing the lack of need of 





Government assistance to these investigators on this project. 
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19. On October 12, 1953, in answer to the telegram that the Senators bucked 
to Cole, Mr. Cole wrote a 3-page whitewashing letter in which the main points 
set out were (1) the $56,000 loan was the maximum under law, and $166,000 was 
all that could be expected in the way of applicant's funds and that the remainder 
would necessarily have to be made up for grant, making a total of $347,700, (2) 
that it was a critical defense area and necessary to national defense, (5) that 
the town was under a mandate from the State board of health to construct a 
sewage system and disposal plant, (4) that a careful exploration was made of 
procuring it from the privately owned Indianapolis Water Co. and that this 
company was not interested; and that the cost would require a substantial in 
crease to the users, and that the city of Indianapolis is so rapidly expanding the 
engineers (whose, he does not state) were fearful of the Indianapolis Water Co.'s 
ability to supply the town, and that the community of Lawrence desired to retain, 
expand, and operate its own system even if the purchase of water from the 
Indianapolis Water Co. had been practical, (5) that the Indiana Division of 
Resources indicated the probability of satisfactory wells from the standpoint 
of production, (6) that the original cost estimates showed that the town could 
develop its own supply at a cost of $12,000 more than with the Indianapolis Water 
Co., (7) that present contracts indicate a cost of local supply less than the charge 
of an Indianapolis connection. 

20. Upon receiving a copy of this letter from the Senators I proceeded to make 
ealls and I found that the above points stated to the Senators, and presumably 
to the Attorney General, were false and misleading and without basis in fact. 
This was also checked independently by Mr. William Book of the Indianapolis 
Chamber of Commerce, who wrote several letters to the Senators, HHEFA, and 
others on this subject. On October 22, I wrote Cole, with copies sent to everyone 
having any interest, that it seemed that no effort had been made to see whether 
this could be done without Federal funds by anyone, and it appeared that the 
only efforts that had been made were by those interested in receiving or granting 
Federal handouts, and that the project was unnecessary, wasteful, countrary to 
Public Law 13), both in intent, spirit, and letter of the law Also, the Indian- 
apolis Water Co. had not been contacted for any definite proposal on what basis, 
if any, they would supply all or part of the town at that time by town or HHFA 
officials. Further, that the rates on file by both water companies at that time 
were essentially the same. 

21. The Indianapolis Water Co. is supplying some 450,000 people and the vast 
industrial needs of the county and has a reservoir within 3 miles of Lawrence, 
with a capacity of 6,900 million gallons, and is constructing another reservoir 
of like capacity north on White River, which will be in operation late next year. 
The Indiana Division of Water Resources did not make any report to the town, 
engineers, or HHFA as to the probability of satisfactory ground water supplies 
in the amount needed. Had they been asked for a report, the report would have 
been negative, as the McGinness report issued in 1948 shows, and all wells 
drilled in this area have proved this report, an inadequate supply of ground 
water for the purposes they desired. 

22. On October 30, 1953, I filed suit against the town officials to restrain them 
from accepting this grant and loan. On the same day this was published in the 
Indianapolis Star front page. On the same morning Mr. Frapps of the town of 
Lawrence contacted the Indianapolis Water Co. and made an appointment to 
meet with them at 9 o’clock the same morning. In this suit I charged the false 
certification and data mentioned earlier, This meeting was attended by Mr. 
Finch, Mr. Stout, Mr. Baldock, all of the Indianapolis Water Co, and Mr. Frapps. 
Mr. I’rapps said he was asked by the HHFA to find out if the Indianapolis Water 
Co. would supply water to the town of Lawrence. Mr. Finch said, “Let’s get 
this straight now. We'll have to deal with the officials of the town of Law- 
rence, not the HHFA.” Mr. Frapps said as town engineer he Was representing 
the town officials. He was then asked how much water, maXimum rate of flow 
for fire protection, maximum as well as average demand for metered water, and 
he then gave a blueprint of the town’s old and proposed mains and requested a 
flow of 1,500 gallons per minute. On November 11 the Indianapolis Water Co. 
issued a proposal to the town officials in which they would build a 12-inch main 
to the city limits and east and west across the town the length of 1 mile because 
the proposed system and existing mains were so small they could not take 1,500 
gallons per minute away from the Indianapolis Water Co. at 1 meter point 
except by dividing it into 4 separated meter points, and this would give superior 
fire protection and all water needed for normal requirements. In plan B of this 
proposal they show the average cost under rule 29 of the Public Service Com- 
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mission to be $72 per builder, plus the cost of the builders installing service 
connection lines of 25 feet per house, for which the going rate in Indianapolis at 
present is $1.65 per foot installed. This is usually further subcontracted, This 
would make the average cost per house run $110 to $114 for water-service con- 
nection under plan B for the new builders, which is $385 to $40 under their agreed 
contribution to the project, on top of which comes a like amount of $150 grant and 
loan, thus showing the builders could save $35 to $40 per house by utilizing a 
private enterprise, and no Government loan or grant would be necessary. 

23. On the Sunday following all the builders met with the Lawrence Citizens 
Committee and they all agreed that this plan B was what they wanted. They 
appointed a committee, made up of Mr. Water Barbour, Mr. John Bauer, build- 
ers, and G. L. Palmer of the citizens committee to go to the Indianapolis Water 
Co. and get further details. These figures were gone over and under rule 29 
there is a 8-year period during which additional refunds can be made to the 
builders. These two builders agreed further that those rights would be waived 
to the town by them for further recreational or civic purposes. To get the definite 
figures, as this was based on estimates, it would be necessary for the Indianapolis 
Water Co. to have pumpage records and detailed reports, etc. The Indianapolis 
Water Co. offered to buy from whoever owned them the new mains that had 
already been installed at that time, either the town or the contractor. (When 
the original telegram went in no mains had been installed.) The town officials 
stalled giving these figures until on November 18, 1953, Mr. Richardson referred 
the Indianapolis Water Co. to the town’s engineer, Mr. Frapps, and Mr. Frapps 
referred the Indianapolis Water Co. to L. L. Stone, the contractor, for the exact 
figures of the amount of pipe laid. Stone said he would have the figures on 
November 30. At that time, Mr. Baldock of the Indianapolis Water Co. went to 
Mr. Stone’s office and was told that he had the figures, that he was not going to 
give them to him, that the three members of the town board were in complete 
agreement with Mr. Stone and that he was going to lay all the mains according 
to his contract and then the town was going to sell the mains to the Indianapolis 
Water Co., thus showing, and on a previous meeting Mr. Stone admitted publicly, 
that there was not an adequate storage capacity in the plans. 

24. On November 19 Mr. Brown, of HHFA Chicago office, met in a secret meet- 
ing with the builders, the contractor, Stone, Martin, the contractor Stone’s attor- 
ney, the town attorney, Victor Jose, Jr., members of the town board, in a basement 
of a tavern, namely, the Log Cabin, in the city of Indianapolis, in which they 
discussed ways and means of getting around my suits and other actions that I had 
taken Bear in mind, also, gentlemen, that this Mr. Brown probably exercises 
some influence over FHA commitments, to which all these builders are sub- 
servient 

25. A meeting was scheduled on January 7, 1954, with the town officials and 
the Indianapolis Water Co. and the chairman of the citizens committee. How- 
ever, the meeting was changed to January 8 on request of the town officials. 
After the meeting started who should appear but Mr. Stone and his attorney, 
Martin, and Mr. Brown from HHFA. Plan B was discussed in detail. Mr. 
Richardson stated they wanted the service under plan B and they agreed to 
supply the definite figures. These figures were supplied approximately 1 week 
after this meeting, after some 2 months’ delay. At the Public Service Commission 
hearing starting January 20, 1954, who should also show up there but Mr. Brown 
of HHFA He sat through the first day of the hearing and that night was seen 
at the Keys Night Club, Indianapolis, with Mr. A. E. Richardson, the contractor 
Stone, Victor Jose, attorney for the town, and, I believe, Clarence Martin, attor- 
ney for the contractor. The next morning Mr. Brown who was not present at the 
hearing, but a man presumed to be an attorney who had accompanied Mr. Brown 
sat through the hearing and took feverish notes. Also, by similar conicidence 
Mr. Roger Brannigan, an attorney affiliated with National Homes, Inc., and 
reputed to have powerful connections with FHA and HHFA called that morn. 
ing on the Vice President Norris of the Indianapolis Water Co. At the January 8 
meeting Brown, Stone, his attorney Martin, Jose the town attorney, members 
of the board—Catheart, Snyder, Kautzman, and Richardson, and chairman of 
vhe citizens committee, Palmer, for the Indianapolis Water Co.—President Morse, 
Sr., Vice President Norris, engineers Stout, Baldock, and Finch, were present. 
On March 1 the Indianapolis Water Co. issued their proposal confirming accurate 
figures on plan B of their previous proposal, showing an actual average cost 
to the builders of $67 per lot, and, at that time, no rate increase had been 
approved, Since that time there has been a rate increase which would allow 
additional credits under plan B, reducing this approximately $42 per house. 
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Since this amount of $42 is the approximate amount for running a 25-foot service 
connection, this would make the total cost to the contractor under the new rates 
of the Indianapolis Water Co. at the present time and under rule 29 of the 
Public Service Commission $67 per lot for water to the property line, this being 
less than half of what they are paying the town at present, plus the expenditure 
of a proposed $177,000 grant and a $87,000 loan. On March 1 this letter was 
delivered to all the members of the board, and that night they held their meeting 
and did not read or consider this Indianapolis Water Co. proposal of March 1. 
Instead they passed ordinances purporting to accept a new offer from HHEFA of 
$177,000 grant and $87,000 loan, which action constituted gross abuse of dis 
cretion on their part in that they never considered at all said proposal. On 
February 8, 1954, [| wrote a letter to Cole, with copies to all people interested, 
stating that (1) he had no jurisdiction to grant or loan to the town board because 
it was not the appropriate political subdivision as set out in Public Law 139 
and chapters 235 of the Acts of 1933 of the Indiana statutes 

26. Under the 1933 Acts of Indiana referred to, the water board of trustees 
shall have exclusive government and shall have full power to design, order, 
and contract for extensions and betterments within such water district and shall 
have full power to make and enter into any and all contracts without ratification 
of any other board or body or officer of such city. I now eall your attention to 
the letter marked “M” dated February 8 to Albert M. Cole referred to in the 
above paragraph. In addition thereto Burns, Indiana Statute 61-1303, requires 
the acceptance (of Federal aid) by any political subdivision shall be made by 
the governing authority of such poltical subdivision by and with the consent 
of the appropriating authority of such political subdivision * * * 61-1305 (c) 
the term “political subdivision” shall mean any public-utility entity not privately 
owned. This being brought to Cole’s attention, Cole and the town officials pro 
ceeded in a crude attempt to cure the situation. The town fathers passed a 
void ordinance purporting to repeal part of a valid ordinance, taking away 
some of the powers of the water board and placing it in the town board. Cole 
then proceeded to cancel the previous offer and make a new offer increasing the 
grant from $124,800 to $177,000 and increasing the loan from S$56.000 to SS7,000 
This Mr. Cole has not authority to do under the act as this is not a critical defense 
area since June 30, 1953. Now, if Mr. Cole thinks he can sidestep that by 
saying this is not a really new grant, that it is merely a “renegotiation” of the 
original offer then he has made the original offer to “other than the appropriate 
political subdivision,” which was not legally accepted and said offer died for 
lack of legal acceptance Further, Mr. Cole’s findings were either (1) based 
on false certification on the part of town officials and/or his staff, or (2) a gross 
abuse of discretion in that no investigation was made as to whether or not said 
project could otherwise be provided, as set out in Public Law 139. I am quite 
sure it was not the intent of this committee when deliberating on Public Law 
130 that they should allow any administrator to sit in an ivory tower with a 
crystal ball and make findings without any investigation Furthermore, the 
investigations made after the various complaints were so biased you could 
smell the whitewash, and this bureaucratic whitewash smells, gentlemen, within 
minutes after talking to any of his staff. When I was in Washington the week of 
April 29 of this year I proceded to talk with Mr. Seward, Mr. John Hazeltine, 
and Mr. Cole. Mr. Hazeltine told me that he personally had come out and 
investigated this. If that statement is true, I would like to say that he never 
talked to the officials of the Indianapolis Water Co., he did not talk to any 
citizen, and there are a lot of them who support my views on this matter. If 
he did come he could have only talked to a very limited number of people on 
the other side. Had he talked to any more than a few I would have known 
of his presence. 

27. An interesting sidelight while in the HHFA Public Relations Office I was 
talking to the Assistant Chief of Public Relations when the teletype clattered, 
announcing honorable Senator Byrd's statement that Powell was the one who 
had lost the money gambling. The phone rang, AP was calling HHFA for a 
statement regarding Powell's status. As I remember, he resigned, his resigna- 
tion was accepted, and then the acceptance revoked. This man who answered 
the phone put the call on hold, dialed an interoffice number, and asked “What 
will we do?” He was informed to say that Powell had been terminated so 
that was the statement released. A few minutes later I was talking to the 
Chief of that section, who said that he had been there for some 8 to 10 years, if 
I remember that figure correctly. I asked him when he had learned about 
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Powell's termination. He said, “Just a few moments ago.” IT asked him whether 
Powell had been terminated with or without prejudice and he said that is some 
thing, if he asks for a civil-service hearing, for the civil-service board to decide. 
They may have changed the rules since I was familiar with them, but any in- 
voluntary termination carried with it either the clearing phrase “without 
prejudice” or the stigmatizing phrase “with prejudice.” Also, I asked this 
chap how long he had known about the 608’s. He said there was nothing wrong 
with that; they are entirely within the law. I asked how long he had known 
that they were legal. He said since the inception of the act. I then asked 
him if he had known about it all this time, and since he seemed a capable chap 
to me, why he hadn't got 2 or 3 of his friends and gone around the corner 
to the Happy Finance Co. and borrowed a couple thousand dollars on their auto 
mobiles and got themselves an option on a piece of land and a set of plans 
and proceeded to make themselves half a million dollars instead of staying 
behind a desk and beating his head out against a typewriter. I guess they are 
not used to direct questions down here in Washington like we are in Indiana, 
because he gulped and had a look on his face like the boy that helped steal the 
cooling lemon pie and didn’t get to eat any. 

28. On Friday of that week I talked some 40 minutes with Albert Cole, at 
which time he expressed himself sufficiently to show, he was acquainted with 
this water project in detail. His letter to me stated that he had personally 
reviewed and approved the letter of the Senators. His letter o Mr. Book 
further reaffirms the previous conclusions. This can only lead me to believe 
that Mr. Cole is either exceedingly stupid or he has some very poor advice 
from John Hazeltine, Pierre Seward, and his legal counsel and/or others. 
The State board of accounts report No. 96066 on pages 8, 9, and 10 show beyond 
reasonable doubt that the water board of trustees comes under the 1933 act 
and not under the 1913 act as amended. Further, State board of accounts 
report No. 96065 on page 70 shows the board of trustees representing the water- 
works of the town of Lawrence entered into a contract dated February 26, 
1952, with Boyd E. Phelps, Inc., for engineering on this project. Further, 
the members of the water board who entered into this contract were not ex 
officio members of the existing town board, and the existing town board at 
that time was in office, showing a separate and distinct fact that the water 
board was operating under the 1933 act, making it the appropriate political 
subdivision as set out in the statutes. Further, I go to the existing members 
of the water board’s own testimony under oath at the Publie Service Commission 
in Jar ry of this year 

°9. With reference to the water, the present situation to date is that there 
is an inadequate amount of water available for normal household needs, to the 
extent that the town officials have issued orders against springling of gardens, 
lawns, washing cars, ete., as of last Thursday. At the present time the two 
wells are capable of delivering 330 gallons per minute, according to their figures. 
The first well that they drilled, a 12-inch well over 400 feet deep, was a com- 
plete failure The second well they claim to have tested, pumping it for 10 
hours at the rate of 400 gallons per minute with only a 3-foot drop. This is 
so contrary to all the other wells in the area and the geological area, and 
since their veracity of other things has been of poor record, there is no reason 
to believe this until it is proven. However, for the sake of discussion, we will 
accept the 400 gallons per minute as a fact In January the water board 
testified they had approximately 800 customers. Since that time some 150 houses 
have been occupied. We have had an inadequate water supply for the last three 
summers. There will be approximately another 1,000 houses occupied by 
December 1 Even if this well does produce 400 gallons per minute, there will 
be less gallons per minute per customer when the town goes through with 
their HHFA-approved plan than there was before, and it was inadequate then. 
Further, our storage capacity is only 75,000 galons, and that is more than cut 
in half by the additonal customers. For the past week, in the evenings, it has 
been impossible to get water on the second floors between the hourse of 6 and 
9 p.m A fire accompanied by a wind would wipe out any one of these Govern- 
ment-insured projects. 

30. I think both the Brookside Park project of Mahaffey & Davis and the proj- 
ect of Property Management Inc., the latter of which uses Crawford Prefab 
homes of Baton Rouge, La., are using multiple corporations as a means of 
increasing their cost and loan guaranties to the point of assuring them a generous 
profit, even at 90-percent guaranty with no downpayment and their own guaran- 
teeing of the 10 percent to the final mortgage buyer. None of the projects in the 
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town, regardless of what title they are under, have provided any playground or 
recreational facilities. 

31. I would like to recall your attention to my numbered paragraph 19, 
which Mr. Cole wrote that $56,000 was the maximum loan under law. Yet, in 
his proposal, allegedly to have been accepted March 1, 1954, by the town, here 
the loan limit suddenly raises to $87,000; and, further, his statement that the 
town was under mandate to build a sewage-treatment plant. This was not cor- 
rect. The facts are the town was under mandate by the stream-pollution board 
to cease pollution of certain water courses. 


in 


This was being caused by a very small 
number of people not having septic tanks and piping it through field tile to storm 
drains, and thence to the water courses. 

32. I would further like to call your attention to paragraph 26 and quote, if my 
memory serves me correctly, from the United States Criminal Code, title 18—1001, 
1003, and 1008. One of these is that if any person, including an employee of the 
civil government, makes false representations to a superior, either written or 
oral, he is guilty under this section of the statutes. According to Senator Cape- 
hart’s statement of April 19, 1954, under rule 25 of the Standing Rules of the 
Senate and under section 136 of the Reorganization Act the Banking and Cur- 
rency Committee is required to oversee the operation of agencies concerned with 
any laws or subject matter. I raise an interesting question as to Mr. Cole 
forwarding such false information to Senator Capehart, chairman of this commit 
tee. Does this not fall under these sections of title 187? Originally, the Boyd 
Phelps, Inc., had a contract with the town of Lawrence for planning a sewer and 
Sewage-treatment plant. This was paid out of some Federal-grant moneys 
There was no intention or attempts to do anything about it until Public Law 139 
happened to be passed. At that time a representative for Boyd Phelps, Inc., was 
a Mr. Harold Hager, who is now with Moore & Hager, engineers for the city of 
Indianapolis sewage-treatment and sewage-expansion program Mr. Hager 
stayed with Boyd Phelps and the Lawrence project until about July 1953. Ac 
cording to my information, a Mr. Ray Pike, deceased, was originally with the 
PWA office in the middle thirties in the Indianapolis area; and, later, when that 
was taken over by HHFA, he was their local representative. Upon the cutback 
in the local office, he then moved to the Chicago office. It is indeed singular that 
further, according to my information, said Ray Pike, deceased, is the uncle of 
Mr. Harold Hager’s wife. If this is correct, it might explain how Lawrence 
can get grants and loans so easily, and how, in the Banking and Currency meet 
ings earlier this year, John Hazeltine introduced evidence that Madison, Ind 
(on p. 240 of pt. I of the 1954 hearings), was eligible for $200,000 aid. It so 
happens Boyd Phelps, I understand, is the contracting engineer there. Also, 
according to the information I have been able to receive this atomic-energy 
powerplant is only causing an influx of approximately 100 families. 

33. Property Management, Inc., happens to have the same principal officers as 
Shelby Construction Co., Roselawn Construction Co. and other projects men 
tioned in Mr. Cole’s and Mr. McKenna’s report on page 7764 of June 15 Congres- 
sional Record. This report shows there are 3 projects, at a total of $21,817,200 
mortgage loan, with a reported cost of the project of $16,598,000, with a windfall 
of $5,218,200, and a distribution of windfall amounting to $4,451,442. The report 
also shows that the average windfall of the 70 projects was 14 percent of the 
mortgage loans, but with these principals it runs about 22 percent, which perhaps 
means that besides “knowing Joe’ they “know Joe’s uncle.” It is something 
that makes the average Hoosier’s stomach turn over and his blood boil to find 
people who admit readily to such practices, called by late Comptroller General 
Lindsay Warren “white collar thievery.” Still doing business at the “old FHA 
stand.” They have a saying down in the southern part of the State that if a 
man gyps you once it is his fault, and if he gyps you the second time it is your 
fault. This being the case, there seems to be a serious question mark upon the 
administrative agency’s (HHFA) ability and/or desire to administrate to the 
intent of the Congress. 

34, I think further that part of this can be laid to the door of the Congress, 
such as “don’t put candy in front of the baby.” If the Congress would eliminate 
from the housing bill such permissive words and phrases as ‘the Commissioner 
may,” or “at the direction of the Administrator,” or “upon the Commissioner’s 
findings,” or “in such terms and in such amounts as the Administrator may con- 
sider it to be in the public interest,” and instead make the law plain, simple, 
and direct and specific, it would ease the administrative burden and further 
the best interests of us all. I realize you gentlemen are plagued with lobbyists, 
such as the National Home Builders Association, et al., who don’t even want the 
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word “substantial” in the bill as relating to warranties. On closing, I would like 
to state that there is a tremendous growing knowledge among the people in the 
hinterlands that the gifts, grants, and aids offered from the banks of the Potomac 
is not manna from heaven, but is their tax dollars that have been deducted that 
are returned to them as 30-cent pieces. There are things that the people cannot 
do for themselves and that is why they band together to form governments and 
political subdivisions. But, nevertheless, the adage still holds true that the least 
government is the best government. Thank you very much for your time and your 


attentiveness. 





INDIANAPOLIS WATER Co., 
Indianapolis 6, Ind., November 11, 1953. 
Town Boarp oF LAWRENCE, IND., 
Lawrence, Ind 
(Attention Mr. Robert L. Knox, clerk-treasurer. ) 

GENTLEMEN: Your consulting engineer, Boyd E. Phelps, Inc., has indicated 
that the town of Lawrence would like the Indianapolis Water Co. to state the 
basis upon which it will sell water to the town of Lawrence through master 
meters. In addition, the water company has had requests for service from poten- 
tial housing developers located adjacent to the town of Lawrence and not served 
by the proposed extension of the Lawrence system. A similar request has been 
received from the Lawrence Citizens Committee, Inc. 

Pursuant to these requests, the water company has developed two plans which 
appear to be both feasible and mutually advantageous. 

It should be understood that the water company must adhere to the rules of 
the Public Service Commission of Indiana in developing business and must sell 
water at rates established by that commission. There is attached a schedule 
of the rates under which the water company is selling water at the present time. 
If you will compare this schedule with the Lawrence rates, you will find that 
the presently prevailing Indianapolis rates are the lower. 

Subject to the terms and conditions outlined below, the water company is 
prepared to sell water to the town of Lawrence. The water company has peti- 
tioned the Public Service Commission for a rate increase but the suggested plans 
under which the water company is willing to extend service to the Lawrence 
area have been developed under presently prevailing rates. Likewise our present 
average construction costs were used in developing the estimates. 

To deliver the required amount of water to Lawrence, the water company 
proposes to build a 12-inch water main, hereafter referred to as the feeder 
main, from its distribution system at Shadeland Avenue and Pendleton Pike to 
several metering points on the Lawrence distribution system. As the plans have 
been developed, water from the Indianapolis Water Co. system would be fed 
into the Lawrence system through master meters at the following points: 

1. 46th Street and Shadeland Avenue 

2. 48th Street and Mitchener Street 

3. 48th Street and Franklin Road 

4. On Franklin Road south of the railroad crossing at 46th Street. 

It should be realized that it is necessary to feed water into the Lawrence 
system at several points since the existing and the proposed Lawrence mains 
are so small that adequate fire flows could not be obtained otherwise. As a 
matter of fact, by feeding water into the system at the proposed points, superior 
fire protection would be afforded over that which would be available from your 
two existing wells and from the proposed new well for which we understand you 
have contracted, but which has not yet been drilled. 

This feeder main, and any other mains built by the water company to serve 
newly developed areas, has to be financed under terms consistent with the prin- 
ciples outlined in Public Service Commission Rule 29. In the case of Lawrence 
under the terms of this rule, the water company is prepared to invest a sum 
equal to six times the annual revenue accruing to the company from the town 
and from all customers directly attached to water company main extensions in 
the immediate area. In case 6 times this annual revenue is not sufficient to 
pay for the necessary mains and their appurtenances, under rule 29 it is provided 
that the balance be advanced by those to be served. In this instance, the bal- 
ance would be paid by the housing developers involved in advance of con- 
struction. 

Before it was possible to develop even general terms under which the water 
company could extend service into the area, it was necessary that a map, not 
only of Lawrence but also of the adjacent area, be developed. This map was 
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based upon a map furnished by Boyd E. Phelps, Inc., supplemented by plats 
obtained from various sources. Since all of these plats have not been recorded 
or verified, it cannot be certain that the map is correct in all respects. However, 
it is believed to be of sufficient accuracy for the purpose of this study. 

In addition to preparing the map, the following basic data relating to business 
prospects have had to be developed, or assumed : 


Basic data assumed 


Number of anticipated customers : 


Number on original Lawrence distribution system- i 612 
Number added to original Lawrence distribution system . ‘ 60 
Number on newly completed distribution system 704 
Number on balance of proposed Lawrence distribution system_- 850 
Total number of customers anticipated when the area is fully 
developed__- “ we 2, 226 
Customer breakdown assumed : 
Plan A: 
Number of customers to be served by Lawrence .. 1,376 
Number of customers to be served by Indianapolis Water Co_-.. 850 
Plan B: 
Number of customers to be served by Lawrence . 672 
Number of customers to be served by Indianapolis Water Co_-_ 1, 554 
Water requirements of individual Lawrence customers: 
Monthly requirements (gallons) —- ¥ 7” ‘ a a 
(Consumption equivalent to minimum bill under present Lawrence 
rate schedule. ) 
Water requirements of town of Lawrence (used through heater meters) : 
Monthly requirements, gallons per customer plus 15 percent for leak- 
age in distribution system ies 4, 400 


Maximum design rate, gallons (includes domestic and fire flow require- 
ments per Boyd E. Phelps) ‘ ; _. 1, 400 


Based upon the map and these data, two general plans have been developed 
under which the water company would be willing to extend its service to 
Lawrence. 

In general, under plan A, the water company would build a 12-inch main, as 
described above and shown upon the attached map, and sell water to Lawrence 
at the indicated points, if the Indianapolis Water Co. is given the exclusive 
privilege of serving any property along the feeder main not now served by the 
town, and of extending its mains into other areas of Lawrence not already 
having Lawrence service or having mains already installed by the town of 
Lawrence. 

Plan Bis much the same except that the water company under this plan would 
negotiate the purchase of the recently installed mains and sell water direct to 
the customers in all areas not served by the original Lawrence system. It 
should be realized that some of these recently installed mains, which will be called 
upon to furnish water for fighting fires, are only 4 inches in diameter whereas 
the water company does not install mains which will be called upon to furnish 
water for public fire protection smaller than 6 inches in diameter. Conse- 
quently, the resulting fire flows in the areas served by 4-inch mains would not 
be as great as would be available in areas where water company mains are 
installed. 

The pressure at which water would be delivered to the Lawrence distribution 
system at the proposed master meter at Franklin Road and 46th Street would 
at times be sufficient to overflow the present elevated storage tank. It would 
be necessary, therefore, for the town to install an altitude valve in the pipe 
connecting the tank to the distribution system which will close when the tank 
has filled, if there is not aready such a valve in this line. It also is proposed 
that a pressure reducing valve be installed in the master meter pit at this loca- 
tion to reduce the Indianapolis Water Co. pressure, when necessary, to allow 
water to discharge from the tank during periods of peak demand and, at the 
same time, provide circulation through the tank to prevent stagnation of the 
water. 

These offers of Indianapolis Water Co. to extend water into the Lawrence area 
are based upon the following general conditons and special terms: 
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GENERAL CONDITIONS WHICH WOULD BE APPLICABLE TO BOTH PLAN A AND PLAN B 


1. All water shall be sold either to the town of Lawrence or directly to indi- 
vidual water company customers under the water company rates prevailing at 
the time of delivery of the water. 

2. Public fire protection water service shall be paid for by the town of Lawrence 
upon the feeder main and any other mains built by the water company within 
the town of Lawrence on the inch-foot and hydrant basis as incorporated in the 
water company’s rate schedule. This private fire protection water service charge 
would apply to water company mains in the same manner that the town now 
pays its water department for hydrants within the town. 

3. The Lawrence Water Department shall purchase all of its water from 
Indianapolis Water Co. or guarantee to pay Indianapolis Water Co. annually a 
minimum bill equal to one-sixth of the investment made by the water company 
upon behalf of the town of Lawrence and not otherwise financed. If wells are 
not abandoned entirely, the town of Lawrence shall build Indiana State Board 
of Health approved cross connection protective devices at each point of connec- 
tion to prevent back flow of the well water into the Indianapolis system. 

4. The town of Lawrence shall agree not to extend its system except by agree 
ment with Indianapolis Water Co 
5. The town of Lawrence shall grant to Indianapolis Water Co. the exclusive 
right to extend water company owned mains and to do business within the town 
of Lawrence in all areas not served by mains now owned by the town of Lawrence 

6. In view of the fact that an allowance for potential revenue was credited 
toward the construction cost of the feeder main (for houses which have not yet 
been built), no refunds will be made for additional customers connecting to the 
teeder main over and above those allowed for in the presently proposed subdi- 
visions 

7. Since the revenue to be received from the town of Lawrence for the sale of 
water through the master meters has been based upon an amount equivalent to 
the minimum bill under the present Lawrence rate schedule, plus an allowance 
of 15 percent for leakage in the Lawrence distribution system, and it is possible 
that the usage may be greater, refunds will be made annually for a period of 
6 years to the developers who helped to finance the feeder main equal to the 
amount by which the actual revenue received from Lawrence exceeds the amount 
for which credit was allowed 

8S. Should the water company choose to install mains larger than necessary to 
furnish adequate water service for the abutting properties, the company may do 
so, and the additional expense of installing such larger mains shall be borne by 
the water company 

9. The water mains included in a water main extension project for which a 
payment is made by the developers shall be, and shall remain, the property of the 
Indianapolis Water Co., and the water company shall have the right to make any 
further extensions therefrom without the developers, by reason of such further 
extensions, being entitled to any additional refunds upon account of such further 
extension 

10. In case more than one party shall participate in financing a main extension, 
refunds shall be divided among the several developers in the same proportion 
that their individual payment bears to the entire payment 


SPECIAL TERMS APPLICABLE TO PLAN A 


1. Subject (a) to the confirmation of the basic data used in the development 
of this plan, (0) to the satisfactory negotiation of detail terms with the devel 
opers involved, and (c) to the negotiation and execution of a satisfactory service 
contract with the town of Lawrence, Indianapolis Water Co. is prepared to 
invest $200,000 in the feeder and distribution mains necessary to provide service 
for the Lawrence area, as shown upon the enclosed map. 

2. Under plan A the developers included in the area outlined in green on the 
attached map would be required to assist in financing the construction of the 
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necessary feeder and distribution mains. The following tabulation shows the 
estimated average, maximum, and minimum cost to the developers: 


Estimated cost to single 
Estimated developer 
average cost 
to developers 


Maximum Minimum 
(a) For the 12-inch feeder main per lot... $45 $45 $45 
(5) Cost of distribution mains per lot. _- | 60 89 
} . 
Total average cost per lot 105 134 90 


3. Indianapolis Water Co. would make the necessary taps in its mains and 
provide the necessary meters for the customers’ services. The developers would 
be required to complete the installation of the necessary service lines at their 
own expense but the water company would maintain the services between the 
mains and the property line. 


SPECIAL TERMS APPLICABLE TO PLAN B 


1. Subject to confirmation of the above basic data, to negotiation with the 
developers, and to the negotiation of a satisfactory service contract with Law 
rence as outlined under plan A, the water company will install the necessary 
feeder and distribution mains proposed under plan A and, in addition, under 
plan B, Indianapolis Water Co. is prepared to negotiate the purchase of the 
newly installed mains from the contractor installing them, or from the town of 
Lawrence, whichever may be the owner. 

Subject to this confirmation and these negotiations, the water company is 
willing to invest a total of $240,000 in the installation of feeder and distribution 
mains, and in the purchase of the newly laid mains. 

2. Under plan B, the developers included in the area involved would be re- 
quired to assist in financing the construction of the necessary feeder and dis 
tribution mains. The following tabulation shows the average, maximum, and 
minimum cost to the developers: 


Estimated cost to single 





Estimated developer 
sverage cost 
to developer 
Maximum Minimum 
1) For the 12-inch feeder main per lot $47 $47 $47 
(5) Cost of distribution mains per lot 25 SY 0 
otal cost per lot 2 136 47 


The difference between the maximum and minimum cost is caused largely 
by the arrangement and width of lots in some subdivisions. 

3. Indianapolis Water Co. would install service taps, furnish meters, meter 
pits, and maintain service lines between mains and property lines, and developers 
would install the services as provided in plan A. 


ADVANTAGES TO BE GAINED BY TOWN OF LAWRENCE AND DEVELOPERS UNDER PLAN A 


It appears that the adoption of either of these plans would be advantageous 
both to the town and the developers. 

1. It would not be necessary for the town to advance any money to the water 
company under either plan. 
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2. The water company has ample pumping, purification, and distribution 
system capacity. Further, in order to strengthen its supply, the water company 
now is engaged in the construction of an impounding reservoir on Cicero Creek 
which will assure its customers of an ample supply under conditions of extreme 
drought for many years to come. 

3. The water company maintains 24-hour emergency repair service to assure 
continuous service to its customers. 

4. The town will be in a position to furnish water to prospective customers, 
where there are now vacant lots within the town, without the expense of addi- 
tional wells or storage facilities. 

Whenever the board, or the developers, wish to discuss the extension of our 
service to the Lawrence area, we shall be glad to go into the matter further. 
We have most of the required materials on hand and will be in a position to 
start construction within approximately 2 weeks after negotiations have been 
completed. 

Yours very truly, 
G. W. BaLpock, 
Engineering Assistant. 


INDIANAPOLIS Water Co., 
Indianapolis 6, Ind., March 1, 1954. 
BOARD OF TRUSTEES OF THE TOWN OF LAWRENCE 
AND THE BOARD OF TRUSTEES FOR ITS WATER UTILITY, 
Lawrence, Ind. 


GENTLEMEN: At the meeting held on January 8, 1954, between officials of the 
town of Lawrence and the Indianapolis Water Co., we agreed to develop addi 
tional information to help you evaluate the merits of plan B as outlined in 
our communication of November 11, 1954. 

For the purpose of brevity we will refer to the proper body legally empowered 
to represent the water utility of the town of Lawrence, Ind., as Lawrence, the 
Indiana Public Service Commission as the Commission, and the Indianapolis 
Water Co. as the Water Co. 

The application of available cost information to the detailed list of mains, 
hydrants, services, and appurtenances recently added to the original Lawrence 
system as furnished by Mr. Fraps, indicates to us that the figure of $87,791 
mentioned at the meeting on January 8 is not unreasonable. We know of no 
reason why it could not serve as a basis for further negotiations. It is to he 
borne in mind, however, that the practices of Lawrence for the installation of 
its distribution system and the attachment of customers to its mains differ in 
certain particulars from those of the Water Co. These differences, we have in 
mind main and service line depths and the ownership of service lines as principal 
differences, will have to be taken into account in reaching an overall agree 
ment for which plan B was suggested as a basis. 

The data regarding pumpage and new mains installed which was obtained 
from Messrs. Zook and Fraps generally confirms the estimated data we used in 
the development of plan B. The new data and other developed data has given 
us the opportunity to refine our original figures. The present estimates are as 
follows: 


1. Estimated cost of 12-inch feeder main from water com 
pany distribution system to the four metering points of 


plan B ; $130, S85 
2. Less: The amount the water company is justified to invest 

in accordance with Commission’s rule 29______--___~ 64, 725 
3. Amount to be deposited for feeder main (presumably by developers) __ $66, 160 
4. Estimated cost of mains already installed by Lawrence 

contractor and mains to be installed by water company 

as planned and shown on the map attached to our letter 

of November 11 ; ; . i ea ein wis Ot TO 
5. Less: The estimated amount water company will be jus- 

tified in investing based on Commission’s rule 29_______ 195, 665 
6. Net cost of extensions in new subdivisions to be paid by developers__. 42, 205 
7. Total amount presumably to be paid by developers__________________ 108, 365 
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8. Cost per dwelling unit, $67. This figure is arrived at by dividing 
$108,365 (item 7 above) by 1,636, the number of existing and pro- 
posed dwellings along the route of mains in Nos. 1 and 4 above. 
The $67 covers not only the cost of the mains but also the cost of 
taps and meters. It does not include the cost of the service lines. 
The average figure of $67 per dwelling unit mentioned in No. 8 above is to be 
compared with the figure of $72 mentioned in our letter of November 11 and is 
composed of the following unit costs for each developer : 


a oo enaculiiiata $59 Hoeltke__- ssssiathaielccdekaateiasn a 
Clemmer_____- at ee .... 174 Mahaffey-_- __ oo 61 
aia anes dieacn aca ncaelgtatiad I #  ain a clt ia aie nciea aa iat 
On 40 Average___ ; ischial cay 67 
Walter BAVOOUl.. .cnnccincnncacsse. FW 


As stated in our plan B, the only cost to the town will be for the installation 
of an altitude valve which we now estimate to cost approximately $1,500. 

We agreed to make a comparison between the present rates of Lawrence and 
the Water Co. so that we would have a common basis for comparison. Such a 
tabulation of metered rates is attached. 

Pumpage records obtained from your Mr. Lewis Zook show that 49,911,463 
gallons of water were pumped into the Lawrence distribution system in 1953. 
This quantity of water, if sold to Lawrence through the four metering points 
designated in plan B, would have cost Lawrence $8,076.96. 

The information furnished in the two above paragraphs was developed by 
application of Water Co.’s present rates. The Water Co. has petitioned the Com 
mission for an increase in its rates for metered service. The above rate com- 
parison and calculation will, therefore, be subject to adjustment depending on 
the action taken by the Commission in the Water Co.’s petition. 

The Water Co.'s approved rate for fire protection service within municipali 
ties is $0.0111 per inch-foot (length of main in feet times diameter in inches) 
of mains, plus $12 per hydrant. An increase in these rates is not being sought 
by the Water Co. as a part of the above-mentioned petition. The Water Co. does 
not install pipe less than 6 inches in diameter for fire-protection purposes and 
therefore, there is some question as to the applicability of the inch-foot charge 
to 4-inch pipe. However, assuming that the Water Co. and the town of Lawrence 
agree, and the Commission approves the application of the above public fire 
protection water-service rates to 4-inch pipe, the average annual public fire pro 
tection water service cost for each hydrant in the new subdivisions would amount 
to less than $60.88. If approval is limited to nothing smaller than 6-inch mains, 
the average amount presumably to be paid by developers would be approxi 
mately $2 more per dwelling unit. 

As we familiarize ourselves with the problems of the Lawrence water utility, 
it occurs to us that Lawrence might like to relieve itself of the burden of its 
ownership and task of its operation. If such should be the case, we would be 
giad to discuss the matter with you. Our management has been given this au 
thority by its board of directors. 

We will appreciate being advised at an early date whether Lawrence wishes 
to take up the development of any of the Water Co.'s suggestions or prefers to 
drop all further negotiations. 

Yours very truly, 
A. O, Norris, Executive Vice President 


Cost of Indianapolis Water Co. water applied to Lawrence Water Co, rate 
schedule 





Cost at Cost at Cost at Cost at 
Gallons Lawrence present IWC Gallons Lawrence | Present IWC 
rate rate rate rate 
3.750 $1. 75 $1. 70 50,000 $14. 25 
4,375 1.75 1. 04 100,000 24. 25 
5,000 2.00 2.18 225,000 43.00 
10,000 3. 75 3. 62 000 65. AD 
20,000 7 6. 75 6. 77 750,000 121.75 





1 Lawrence Water Co. minimum 
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INDIANAPOLIS WATER CoO., 
Indianapolis 6, Ind., September 25, 1953. 
Mr. WILLIAM J. MCGHEE, 
Lawrence, Ind. 

Dear Mr. McGHEE: I am glad to have the opportunity to answer your questions 
about our main-laying policies. 

These policies are based on rule 29 of the Indiana Public Service Commission's 
rules and standards for service for the water utilities in Indiana, which state 
briefly that the utility shall make an extension free of charge whenever the 
estimated revenue to be received from the new customers for a period of 6 years 
is equal or greater than the cost of the extension. If the estimated cost of the 
extension is greater than the amount the utility is justified to invest, based on 6 
years’ revenue, the utility may require a deposit of the cost of the extension 
above the free limit. In such cases, refunds of 6 times the estimated annual reve- 
nue less the cost of connecting additional customers shall be refunded to the 
depositors over a period of 8 years following completion of the extension. 

Whenever we receive an application for an extension to serve existing houses 
and there are enough customers to warrant a free extension, we require that the 
applicants sign agreements to become customers within 90 days or forfeit a cash 
guaranty which they post to secure the agreement. If there are not enough poten- 
tial customers to justify us in bearing the entire cost of the extension, the cash 
deposit to be posted by the applicants will suffice the cash guaranty which is 
otherwise required. 

In the case of new subdivisions the same rule applies, however the developer 
or builder is usually the only applicant. The applicant pays a deposit equal to 
the estimated cost of the main required, less a credit of six times the estimated 
annual revenue to be received on account of the houses that are actually under 
construction. Refunds are then paid semiannually for a period of 8 years on 
account of the additional customers as the houses are built. 

This may be clearer to you if I apply our present main-laying cost and revenue 
allowances to the hypothetical example you suggested. We will assume that the 
extension can be made from a part of our distribution system where no additional 
reinforcements are needed between the pumping station and the point from which 
we extend the new main. The main sizes used are the smallest sizes capable of 
furnishing adequate metered service and public fire protection water service 
to the project. If larger mains would be installed to provide for further exten- 
sions, the water company would bear the additional cost of the larger size pipes. 

We do not install the customer's service lines, however we do maintain them, 
in the event of leaks, from the street main to the property line after they are put 
into service. We install the tap into the main and furnish the meter, the cost of 
which is either added to the estimated cost of the project or subtracted from the 
refunds. The plumbers whom I have talked to recently tell me they charge 
approximately $2 per foot for installing *4-inch copper water service lines. 
Example I 


Assume that 100 houses are built on each of 4 streets extending from a street 
where there is an existing main of ample capacity to serve the subdivisions. 
The lots are 60 feet wide, 50 on each side of the street, with 2 intersecting streets 
each 50 feet wide. Each street would be 3,100 feet long which is too long a dis- 
tance to extend a 6-inch main and 2 connecting mains, each 350 feet long would 
be needed. 


Cost: 
Pipe required (4 streets<3,100 feet plus 2. streets«350 
feet) asic feet__ 13, 100 
Times, cost per foot of 6-inch main and hydrants ai $4. 50 
Estimated cost of mains and hydrants : $58, 950. 00 


Less estimated public fire protection revenue to be received from 
municipality in 6 years. (This is approximately $45.15 per 
hydrant annually) er : $6, 950. 00 


Deposit 
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Refunds: 


Average annual water bill per customer___-__--__-__-___------- $23. 00 
A Oe Pivnkn cetipincncataeeneeukes jicb sadacrebabe nts atgibinedatiastita 6 
I ie csecierstassonioas ae Ld ie Si $138. 00 
Less cost of meter and service connec tion __ cece edge eet TEI ae $26. VO 
SI ticccten ceeds wits ent paaninin aula eri aacearie idl pam nc eae ee ere $112. 00 
Times 400 houses__--- cacetaicn cildhege areas menntnyii anita nate ateslapilanpe hes 400 
Refunds to be paid when houses are built-_.__.__-- J tbe $44, 800. 00 
TN oo scictsctctectripticcney aanhalenn easton tend ee ie oe ee $52, 000. OO 


$44, SOO. 0O 


OR iin ics a a I $7, 200. 00 
(Divided by “400 houses equais $18 each.) 


Eramples II and III 

The same situation as example I, except that 4,000 feet of main is required 
to reach the project. The actual cost of this extension might be as much as 
$53,000, however an 8-inch main would furnish adequate service and a hypo- 
thetical cost will be based on that size and we will assume that the land will be 
divided into 115 lots, 60 feet wide. 


Less refunds 


Cost, example II: 


AD OB elim TOURING sii Retin tenant wtintcntint feet__ 4, 000 
Per foot cost of 8-inch main and hydrants--..-_-.--___----__- $5. 90 





$23, 600. 00 
Payment repairs or other contingencies____.___---_____-_-~ =" 400. 00 
Total estimated cost of main and hydrants_______-_-~~-- _. 24, 000. 00 
Revenue allowance or refunds (whichever basis is used) : 
Public fire protection revenue: 


4,000 feet X8 inches ~ $0.0111_- cio lhidediiin te aahthtianecdt>ctaianaacl $355, 20 

8 fire hydrants, at $12_-_~_- atiaamant ar 96. 00 
Annual fire protection revenue based on hypothetical main__-~-__ 451. 20 
EE IE essential iiliiieiidiiim dive caalniadinadats 6 
Fire protection allowance toward cost of main_--------~-----~- $2, 707. 20 
Plus. 115. residential. customers, Ab. O112. 2c cnnncenncnstce 12, 880. 00 
NCEA, DORGIDIG:: ROTOR a a Scnineceteccenectemrtegnerinminns 15, 587. 20 


Net cost: 


stim ted. COGC..<cdcnienmenon sarin ssiieheniaaits ladies teediaetiiann diptinatitiaiianMaaiine wind 24, 000. 00 
Estimated refunds___~- si ia al aia aed pata 15, », DST. 20 
I i ttt a tian aa a 8, 412 2. 80 


(Divided by 115 lots equals $73.14 per lot) 


Example IIT 


Examples I and II combined: 
OTR R EG: REINS CO crctnicnesesenaret abate nytiding mai ematiinn $58, 950, 00 
24, 000, 00 








Total MepetReal COtbsicaccncnnnsnocncas~ isd Siahiaetaapaipsicleglip stdiakialiad 82, 950. 00 
EAN THVERES BOW ORCS OF TOLGIGR. oc cciccieiecmccedaweuncas 6, 950. 00 


44, 800. 00 
15, 587. 00 


Potala Or Ce ina beeticidictinccegecctiatmnamnwen 67, 337. 00 
POG Win ticks etre Reka ed ed inna daaianadets 15, 613. 00 


(Net cost $15,613 divided by 555 lots equals $28.14 per lot) 
55245—_541——_9 
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These examples are quite similar to many of the main extension which we 
have installed recently. For instance the mains installed to serve subdivisions 
west of Ritter Avenue, between 16th and 21st Streets were financed similar to 
the above illustrations and on most of the streets, the deposits were fully re- 
funded. In another subdivision near Arlington Avenue and 42d Street where 
the lots are considerably wider the net cost of water mains to the developer 
after refunds will be $66 per lot. 

I hope I have satisfactorily answered your questions in such a way that you 
will be able to estimate the cost of obtaining our service for any subdivision 
which you may contemplate our serving. If you have any particular location in 
mind, I will be glad to make a survey to determine the actual cost of water mains 
to serve the project. 

Yours very truly, 
G. W. BaLpock, Engineering Assistant. 


IN THE MARION SUPERIOR COURT 
Cause No. C 1521 
Room No. — 


WriiiraM J. McGuee vy. THE Boarp oF TRUSTEES AND WATER BOARD OF THE TOWN 
OF LAWRENCE, IND., Rosert L. Knox, Town CLeERK-TREASURER, AND SECRETARY 
OF THE WATER Boarp 


Complaint for order to restrain Lawrence Town Council from accepting a $124,800 
gift or grant from the United States of America 


STATE OF INDIANA, 
County of Marion, 88: 

Comes now the plaintiff and sues the defendants and each of them and for 
cause of action alleges and says: 

1. That plaintiff brings this action on behalf of himself as a taxpayer and on 
behalf of all other taxpayers similarly situated. 

2. Plaintiff says that the defendants have conspired with the officials of the 
Housing and Home Finance Agency of the United States Government whereby 
the taxpayers of the State of Indiana send $200,000 in taxes to Washington to 
return to Lawrence the sum of $124,800 as a gift for the purpose of extending 
a water system, all of which areas could be served water by private enterprise by 
the Indianapolis Water Co. under rule 29 of the Indiana Public Service Com- 
mission without any cost whatsoever to the town. 

3. That the Town Council of Lawrence and the American Government have 
already consummated said conspiracy and will, if not restrained from doing so, 
accept the so-called gift and actually spend the money; that said defendants, 
in good conscience, should be restrained from accepting said gift or grant and 
should be made to pay back any portion of said money if any they have already 
received. The defendants should also be restrained from spending any of such 
money already accepted and actually received, if any, on the ground that the 
action of the town council in procuring said grant from the United States of 
America is illegal; that the said town council has not requested the Indianapolis 
Water Co. for an estimate or statement of the cost for like or equal services to 
the town of Lawrence, Ind. 

Wherefore, plaintiff sues the defendants and prays for a permanent injunction 
against them, enjoining them from receiving, accepting, or spending any of the 
moneys described in above and foregoing complaint, and for all other proper 
relief in the premises. 

Respectfully submitted. 

New & New, 
LESLIE DUVALL, 
Attorneys for Plaintiff. 

By ———- ———_. 











bo 
~J 


COMMUNITY FACILITIES—LAWRENCE, IND. ] 


IN THE MARION SUPERIOR CoURT 
Cause No. C—1521 
Room No. 1 
WiLttAM J. McGHEE 
v. 


Boarp or TRUSTEES OF THE TOWN OF LAWRENCE, IND., WATER BOARD OF THE TOWN 
or LAWRENCE, INbD., Ronert L. KNox, TOWN CLERK-TREASURER 




















. Amended complaint for injunction and temporary injunction to restrain 
Lawrence Town Board from accepting a $124,800 gift and a $56,000 loan from 
the United States of Americ: 


STATE OF INDIANA, 
County of Marion ss: 


Comes now the plaintiff and for cause of action against the defendants and 
each of them alleges and says that: 

1. Plaintiff is a bona fide resident of the town of Lawrence, Marion County, 
Ind. As such resident he benefits from and pays taxes and service charges to 
support the public municipal facilities of the said town of Lawrence. 

2. That plaintiff brings this action on behalf of himself as a taxpayer and on 
behalf of all others similarly situated. 

4. Defendants and each of them have negotiated with and now propose to 
receive gifts or grants from the United States of America through the Housing 
and Home Finance Agency the sum of $124,800 together with a loan of $56,000 
for the purpose of extending a water system in the town of Lawrence. 

4. The United States of America, through said agencies, proposes to make 
grants and loan to the said town of Lawrence pursuant to the terms and pro- 
visions of Public Law 139 of the 82d Congress, 1st session (title 42 F. C. A.). 

5. Said public law provides in part: 

a (a) no loan shall be made pursuant to title III of this Act for the 
provision of community facilities or equipment therefor required in connection 
with national defense activities in such area unless the chief executive officer of 
the appropriate political subdivision certifies and the Housing and Home Finance 
Adininistrator finds, that such facilities or equipment could not otherwise be 
provided when needed ; 

(b) no grant or other payment shall be made pursuant to title III of this Act 
for the provision, or for the operation and maintenance, or community facilities 
or equipment therefor, or for the provision of community services, required in 
connection with national defense activities in such area unless the chief execu- 
tive officer of the appropriate political subdivision certifies, and the Housing 
and Home Finance Administrator finds, that such community facilities or services 
cannot otherwise be provided when needed, or operated and maintained, as the 
case Inay be, without the imposition of an increased excessive tax burden or an 
unusual or excessive increase in the debt limit of the appropriate 
local agency ; ————”’ 

(Title 42 FCA 1591 (a) and (b)) 

6. Defendants and each of them have, together with the said agencies of the 
United States Government, violated said law in this, that they have wholly failed 
to investigate and report on the ability of private enterprise to provide the needed 
water facilities. 

7. Defendants and each of them have certified that such water facilities as are 
now proposed cannot be established by the Town of Lawrence without Federal 
aid, which said certification and the facts upon which it is based are false and 
misleading. 

8. Said public law further provides in part: 

“ Provided further, That grants or payments for the provision, or for the 
maintenance and operation, of community facilities or services under this section 
shall not exceed the portion of the cost of the provision, or the maintenance and 
operation, of such facilities or services which the Administrator estimates to be 
attributable to the national defens eactivities in the area and not to be recovered 
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by the public or non-profit agency from other sources, including payments by 
the United States under any other provisions of this Act or any other law: And 
provided further, That any such continuing grant or payment shall be reexamined 
and adjusted annually upon the basis of the ability of the agency to bear a 
greater portion of the cost of such maintenance, operation, or services as a result 
of increased revenues made possible by such facility or by such defense activ- 
ities. - _" 

(Title 42 RCA 1592 (c)) 

9. The grants which defendants propose to receive will be made in violation of 
said title 42 section 1592 (c) in this that the grant for provision of a water system 
exceeds the portion of the cost of such facilities attributable to the national 
defense effort in the area of the town of Lawrence. 

10. The estimates of the administrators of the said Federal agencies as to the 
cost of such facilities attributable to the said defense effort is arbitrary and 
unreasonable. Said estimates violate the rules and regulations established by 
said administrators pursuant to the said Public Law 139. 

11. By reason of the foregoing violations of said Public Law 139 the Federal 
Government may at its option sue and recover the entire amount of said grant to 
the prejudice and irreparable injury of the town of Lawrence and its taxpayers 
and supporters of its municipal facilities. 

12. Plaintiff says that the defendants have conspired with the officials of the 
Housing and Home Finance Agency of the United States Government whereby 
the taxpayers of the State of Indiana send $200,000 in taxes to Washington to 
return to Lawrence the sum of $124,800 as a gift for the purpose of extending a 
water system, all of which areas could be served water by private enterprise by 
the Indianapolis Water Co. under rule 29 of the Indiana Public Service Com- 
mission without any cost whatsoever to the town. 

13. That the Town Board of Trustees of Lawrence and the American Govern- 
ment and private lenders have already consummated said conspiracy and will, 
if not restrained from doing so, accept the so-called gifts and borrow the addi- 
tronal funds and actually spend the money; that said defendants in good con- 
science should be restrained from accepting said gifts or grants and restrained 
from borrowing additional funds, and should be made to pay back any portion 
of said moneys they have already received. The defendants should also be 
restrained from spending any such money they have already accepted and 
actually received, if any, on the ground that the action of the town council in 
procuring said grants and loan from the United States of America is illegal 
under Public Law 139, 82d Congress, that said agencies are granting and loaning 
under; that said town board of trustees have not been accurate and correct in 
their filings of applications with the agencies of the United States Government, 
and if they are not restrained from acting as previously prayed the United 
States Government, at its option, may recover by suit all funds expended on 
behalf of the town of Lawrence, Ind. 

14. Said water system can be provided more efficiently and with less expense 
by the town of Lawrence on its own initiative with local funds and revenue. 
On the other hand, Federal aid will be more costly with bureaucratic inter- 
ference, wasteful, and not in the best interests of the people of the United States, 
and all to the irreparable damage of this plaintiff. 

Wherefore plaintiff prays for a temporary injunction and a permanent injunc- 
tion against defendant and each of them enjoining them from receiving, accept- 
ing, borrowing, or spending any of the moneys described in the above and fore- 
going complaint and for all other relief proper in the premises. 


WILLIAM J. McGHEE. 





LESLIE DUVALL, 
Attorney for Plaintiff. 


STATE OF INDIANA, 
County of Marion, ss: 


Comes now William J. McGhee who, being first duly sworn, states that he is 
the plaintiff in the foregoing action for an injunction and that the facts stated in 
said complaint are true and correct to the best of his knowledge and belief. 


WILLIAM J. McGHEE. 
Subscribed and sworn to before me this 19th day of November 1953. 


LESLIE DUVALL, Notary Public. 
My commission expires January 27, 1954. 
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MUNICIPAL WATER Utitiry, LAWRENCE, IND. 
SCHEDULE OF RATES AND CHARGES, WATERWORKS OF TOWN OF LAWRENCE, IND. 


1. For use of and services rendered by waterworks system within corporate 
limits of town, based on the amount of water supplied during each monthly bill- 
ing period: 

Minimum: Per month 
*4-inch meter and under $1. 75 
l-inch meter 


intel sinter ; 4 a ; , bod . & 


14-inch meter__________ Lie Bein ; 5. 00 
11-inch meter oe a aunenes A323) RR 5 ~ tw 
2-inch meter_____~_ ae ae eos i ; . 10, 00 
Sinch meter._._.......... Ae Se eee ties a ai aan UG 
4-inch meter..._....... nae = = 20. VO 
G-inch meter_ Section wake owe tS 10, VO 

Per thousand 

gallons 
Ist 5,000 gallons, per month a iniieuaitbiatina , ‘ . $0. 40 


Next 5,000 gallons, per month i dl .d0 


Next 10,000 gallons, per month inland eva sa . 380 
Next 30,000 gallons, per month. .....-....-.-.. cet neat a 20 
Next 50,000 gallons, per month—-— bidindags ids é . 20 
Over 100,000 gallons, per month__.- ae a lt 15 


2. For use of and services rendered by waterworks system outside corporate 
limits of town, based on the amount of water supplied during each monthly bill- 
ing period: 


Minimum: Per month 
S-1nch Meter ONG. Wider... cuc0«eessssensn= ns $2. VO 
BE Mitac oacaricin inten : feces > 4. 00 
14-inch meter . bicias sa a. ee 5, OO 
Dhak ORI alk sated ctype nacnmenlale es ai nae ilenaes — siping RO 
DAR ss tt sina icks axcecncrcbslibadaatictalebcnatie ae : 10, 00 
3-inch meter ee eee ‘ siamese ain .. 15. 00 
f-inch meter ipsictainniabialaecee 20. 00 
6-inch meter ; 40, OO 


Per thousand 
gallons 


Ist 5,000 gallons, per month oes $0. 50 
Next 5,000 gallons, per month : : oh . 40 
Next 10,000 gallons, per month ; ; oh 3d 
Next 30,000 gallons, per month__-____--_ . 30 
Next 50,000 gallons, per month cieiaate aap elas ' ; . 25 


Over 100,000 gallons, per month : - 20 


3. Hydrant rental to be paid by town of Lawrence and private individuals or 
corporations—$75 per annum per hydrant. 


t+. Rates for sprinklers, both inside and outside corporate limits, are based 
as follows: 


Per annum Per annum 
l-inch attachment____---~- eee ee Bas to | 48. 00 
14-inch attachment - 12.00 4inch attachment _.._......... 96. 00 


2-in h attachment . 24.00 6-inch attachment_ : .. 120.00 


5. All bills for water service not paid within 15 days from the due date thereof, 
as stated in such bills, shall be subject to a collection or deferred payment charge 
of 10 percent on the first $38 and 3 percent on the excess over $3. 


RULES AND REGULATIONS, WATER SERVICE 


1. Rules and regulations on file 

A copy of all rates, rules, and regulations under which water service will 
be supplied is posted or on file for the public’s benefit in the office of the utility 
and with the Public Service Commission of the State of Indiana. 





130 COMMUNITY FACILITIES—LAWRENCE, IND. 


2. Written application or contract required 


A written application or contract properly executed, may be required from 
the customer, before the utility will be required to supply service: Provided, 
however, That the utility shall have the right to reject, for any valid reason, 
any application. In any case where unusual construction or equipment expense 
is necessary to furnish the service, the utility may require a contract for such 
reasonable period of time as is specified by the utility at the time of the making 
of such contract. 

38. Description of service to be furnished 

The customer shall, upon request of the utility, present in writing to the 
utility a list of the devices which are to be attached to the utility’s lines, giving 
the location of the building and the utility will then advise the form and the 
character of the supply available. 


4. Service connections 


The utility will locate the point to which service connection will be made 
and will furnish and run service pipe to the (1) curb line, (2) inside line of 
sidewalk, or (3) customer’s property line, whichever, in the judgment of the 
utility, will provide the most convenient, safest, and satisfactory location for 
curb stop and service box. 

A charge, to be paid by the customer, based on current prices, will be made 
on all service runs which may be made by the utility from curb stop into cus- 
tomer'’s premises The utility reserves the right to inspect all service runs before 
trench is backfilled, which may be made by plumbers, contractors, or individuals. 


( 
} 
| 
i 


5. Inside piping and service lines 

Each applicant for service must, at his own expense, equip his main supply 
line with an accessible compression stop-and-waste cock just inside the founda- 
tion wall, as well as all piping and attachments, all of which shall be constructed 
and maintained by him, subject to the approval of any authorized inspectors 
and in accordance with the rules and information of the utility in force at that 
time. 


6. Location of utility meters and appliances 

The customer shall provide near the service entrance or in the basement, free 
of expense to the utility, a place satisfactory to the utility for necessary meters 
or other appliances. Such meters or other appliances will be furnished by the 
utility. 

7. Meters to be installed by the utility 

Unless otherwise specified in contract between the utility and the customer, 
or by tariff on file, the water supplied shall be measured by a meter or meters 
of standard manufacture, furnished and installed by the utility on the premises 
with standards of the public service commission as may be in force and effect 
from time to time, and the requirements of the utility in force and effect from 
time to time 
8S. Meter calculations 

Except as hereinafter in rule 9 provided, all charges for water service, other 
than the service charge, if any, shall be calculated upon the registration of the 
meter or meters installed. 

Each meter registration shall be considered by itself in calculating the amount 
of charges for service When for the convenience of the utility more than one 
meter is installed for the same class of service, the sum of the registrations shall 
in all cases he considered as a single registration. Meters include all measuring 
instruments 


Failure of meter 

Whenever it is discovered that a meter is not recording correctly, adjustment 
shall be made covering such inaccuracy in accordance with such applicable rules 
and standards of the public service commission as may be in force and effect 
from time to time. 
10. Waste or eressive use 

Where it is found that flat-rate customers are using water in excess of flat- 
rate contract, or permit leaks on premises or waste of water by allowing hydrants 
or faucets to run more or less continuously, then the utility may at its own ex- 
pense install a suitable water meter and supply service in accordance with 
applicable meter tariff. 

















‘ 


SS ae ea, 
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11. Access to premises 

The properly authorized agents of the utility shall have the right to enter 
upon the premises of the customer at all reasonable times for the purpose of in- 
specting, repairing, or replacing the appliances of the utility used in connection 
with the service, and removing the same on the termination of the contract or 
the discontinuance of the service. 


12. Continuous service 
The utility shall not be responsible in damages for any failures to supply 


water or for interruption if such failure or interruption is without willful 
default or negligence on its part. 
13. Release of utility from liability 

The utility shall not be liable for damages resulting to customer or to third 
persons from the presence or use of water or of the utility’s appliances on the 
customer’s premises, unless due to contributory negligence on the part of the 
utility, and without any contributory negligence on the part of the customer 
or such third party. 


14. Utility reserves the right to shut off supply 


The utility reserves the right to shut off the supply of water without notice, 
for any of the following reasons: (1) for repairs; (2) for want of supply; 
(3) for interference and/or tampering by any one other than an authorized 
agent of the utility with any of the utility’s curb cocks, meters, other appliances 
or connections thereto located on the premises of the cusomer; and (4) for failure 
of the customer to comply with the terms of the contract. Such discontinuance 
shall not, however, invalidate any contract and the utility shall have the right 
to enforce any contract notwithstanding such discontinuance 


15. Damages 


The utility shall not be liable for damages because of any interruption of the 
supply of water or for damages caused by defective piping and appliances 
on the customer's premises, 


16. Notify utility before increasing load 

The service connections, meters, and appliances supplied by the utility have 
definite capacity and no substantial addition to the water-consuming equipment 
or appliances connected thereto shall be made except upon written notice to, 
and with the written consent of, the utility. 


17. Payment of bills 

Bills will be rendered monthly and must be paid at the office of the utility 
during business hours. If a bill is not paid within 15 days from the due date 
thereof as stated in the bill, the customer shall be considered delinquent in 
payment, and the utility may, at any time thereafter prior to the payment 
thereof, after serving notice, cut off and discontinue service. Failure to receive 
bill shall not entitle the customer to net bill if he fails to make payment within 
said 15-day period, nor shall it affect the right of the utility to cut off and 
discontinue service for nonpayment as above provided. 
18. Resale of water 

The water furnished under these rules is for the use of the customer on his 
premises, and he shall not resell any of it without written consent of this 
utility Whenever two or more families occupying living quarters are served 
from the same meter, the minimum payment shall be multiplied by the number 
of living quarters served and supplied by the same service connections: Provided, 
That in the event the owner of the land on which two or more occupied living 
quarters are situated desires the installation of additional service connections, 
said owner shall make written request for such installations, and the utility 
shall then determine whether or not additional installations will be made. 


19. Deposit 

The utility may require from all applicants for service a cash deposit equal 
to the billing for the estimated amount of service to be used by such applicant 
for a period of 60 days, as a guaranty against the nonpayment of bills for 
service: Provided, however, That if applicant is the owner of real property 
whose credit is approved by the utility or furnishes a written guaranty from an 
owner of real property whose credit is approved by the utility, the utility shall 
waive such cash deposit. Such guaranty shall not make guarantor liable in an 
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amount exceeding the charge for a period of 60 days. Such cash deposit minus 
any unpaid amounts for service rendered the customer shall be returned upon 
the discontinuance of service. The original deposit certificate issued to customer 
should be presented when the deposit is refunded. 

In all cases, where the monthly consumption is in excess of that covered by the 
deposit, the utility may increase the amount of deposit required but such 
deposit shall not exceed an amount for an estimated 60-day service. 


20. Utility’s property and protection thereof 

All meters or other appliances and equipment furnished by and at the ex- 
pense of the company, which may at any time be on said premises, shall, unless 
otherwise expressly provided herein, be and remain the property of the utility, 
and the customer shall protect such property from freezing and from loss or 
damage, and no one who is not an agent of the utility shall be permitted to 
remove such property or tamper therewith. 


21. Exclusive service on installation connected 
Except under a contract with the utility in respect to auxiliary service, no 
water service Other than that being supplied by the utility shall be used. 
Cross connections with other sources of supply must be made in conformity with 
the rules and regulations of Indiana State Board of Health and/or such require- 
ments as other regulatory bodies may from time to time require and/or the 
rules and information of the utility in force at that time. 


22. Modification of contract 

No promises, agreements, or representations of any agent of the utility shall 
be binding upon the utility unless the same shall have been incorporated in a 
written contract before the same is signed and approved by an agent of the utility 


authorized to sign such contract on behalf of the utility. 


23. Assignment 

The benefits and obligations under any contract for the supply of water by 
the utility shall begin when the utility commences to supply water service, 
thereunder, and shall inure to and be binding upon the successors, assigns, sur- 
vivors, executors or administrators, as the case may be, of the original party 
thereto for the full term thereof: provided that no assignment thereof shall 
be made by the customer or by a successor, assignee, survivor, executor or 
administrator, without first obtaining the utility’s written consent to any such 
assignment. 

Each customer must make application to the office of the utility before water 
service will be established by the utility. A customer moving from premises 
where he is being supplied water service will be held responsible for the pay- 
ment of all bills rendered for service supplied on said premises unless and until 
he gives proper notice at the office of the utility that service is to be discontinued 
at such premises. 


24. Delay due to strikes, etc. 

Neither the utility nor the customer shall be held liable for any failure or 
delay in performing any of the things undertaken by it or him under any service 
contract in case such failure or delay is caused by strikes, acts of God, unavoid- 
able accidents, or other contingencies beyend its or his control and in no manner 
due to any fault, neglect, or omission on its or his part. 

25. Equipment or location permit 

The customer shall obtain from the property owner or owners and on forms 
to be supplied by the utility, and delivered to the utility, the necessary consent 
or consents authorizing the installation and maintenance, on, over, or through 
all private property, of all such piping or equipment as may be necessary or 
convenient for the supplying of the water service to be furnished by the utility. 


26. Month 

A “month” means the period between any two consecutive regularly scheduled 
ré adings by the utility’s agents of the meter or meters on the premises. Such 
readings are scheduled to be taken at approximately 30-day intervals. 
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INDIANAPOLIS WATER Co. SCHEDULE OF RATES, EFFECTIVE JUNE 2, 1951, For 
METERED WATER SERVICE * 


Consumption unit rates 


Block rate Monthly Bimonthly rer 100 
, ’ cubic feet 
Cubic feet Cubic feet 
st 500 1.000 $0. 34 
Next 1. 500 3. 000 24 
Do 2, 500 5 000 21 
Do 7, 500 15, 000 20 
Do 18. 000 36, 000 16 
Do on 20, 000 40, 000 14 
Do 50, 000 100, 000 11 
Over ‘ 100, 000 200, 000 .O8 
1100 cubic feet equals 750 gallons. 


Metered accounts consistently recording more than 4,000 cubic feet (380,000 
gallons) of water per bimonthly period or any metered account having a bi- 
monthly minimum, excluding suburban surcharge, in excess of $8, will be billed 
in accordance with the monthly schedule. All other metered accounts will be 
read and billed bimonthly. Any customer in the bimonthly billing category 
may, upon written request to the company, have his bills rendered in accordance 
with the monthly schedule. The cost for this extra service will be 25 cents per 
month. 


Minimum charge per meter 


Size of meter Monthly |Bimonthly Size of meter Monthly |Bimonthly 
&-inch_-_- ' $1. 70 $3. 40 2-inch $15. 00 $30. 00 
%4-inch 4. 00 8.00 || 3-inct 25. 00 50. 00 
1-incl 6.00 12. 00 14-inch 40. 00 80. 00 
14-inch 10. 00 20. 00 6-inch 65. 00 130. 00 


Suburban surcharge 


> for metered water 


service in territory outside incorporated 


cities and towns 


Size of meter Monthly |Bimonthly Size of meter Monthly |Bimonthly 
S¢-inch__. $0. 75 $1. 50 2-inch... $5. 60 $13. 20 
%4-inct 1. 80 3. 60 3-inch 12. 00 24. 00 
l-inch _ .. 2. 70 5. 40 {-inch 18. 00 36. 00 
1}-inch -_. 4. 20 8. 40 6-inch..- 30. 00 60. 00 


For private fire protection water service 


(For use only in extinguishing fires) 
Charge per 
annum 

For hose connections (standpipe) from 2-inch line said $20 

For hose connections (standpipe) from 3-inch line : a ss 45 
Automatic sprinkler service through one 4-inch line (maximum heads— 

TOO) ae ince ie eee as 60 

Additional 4-inch connections for the same property, each. 


Se ee oe 
Automatic sprinkler service through 6-inch line sce seal ice aia eaipbliact 100 
Automatie sprinkler service through 8-inch line_- ee a ee 200 
Each private fire hydrant._.._.._._----~-- sient etcnsclntaadaaaei aiid ban teal Sitadbaahiiel 60 


For public fire protection water service in incorporated cities and towns 


Annual charge per hydrant oo eee 
Annual charge per inch-foot___- sone a a ees ee [ .O1i1 
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(Billed to municipalities monthly) 


COLLECTION CALL FEE 


Each bill for water service is due and payable within 10 days after its date. 
Should it be necessary, after the failure of normal collection efforts through the 
mails, for the company to send a representative to the customers’ premises in a 
further effort to enforce the collection of past due accounts, the company may 
charge $1 as a fee for the collection call. Only one such collection call fee shall 
be charged for a single delinquency. 


TURN-ON FEE 
Rules 6 and 8 of the company’s rules and regulations provide that when a 
customer's water service has been turned off a charge of $1 may be made at the 
time the water service is renewed. Such turn-on charge is in addition to the 
collection call fee. 
INDIANAPOLIS WATER Co., SEPT. 25, 1953 


Schedule of rates for metered water service 


Present Proposed 


it per rate p 
Block rate 104 ae ic | 1 . anf Increase 
¢ feet 
Cents 
Fir 09 ecu fe $ $0. 4 12 
N i cut et 9 9 
N 9 : ‘ 8 7 
N x ; t 2 5 
Nex > » it 14 12 1 
Mave \ ll 1 3 
O l 8 10 2 
Minimum monthly charge for meter 
t | i 
S I ; ae Increase 
54 inch $1.70 $2. 30 $0. 60 
4 00 4.00 

1 6. Of 6.00 

11 ( 10 00 11.00 1.00 
9 i ° 15. 00 18.00 3. 00 
i: FON 36. 00 1) 00 
4 inc 10 00 0 11.00 
6 in ‘ 65. 00 115. 00 50. 00 


The increase in the minimum charge for a %-inch meter amounts to but 2 cents 
a day For the average residential customer, who uses around 6,300 gallons of 
water a month, the increase would be less than 3 cents a day. 

The following tabulation shows the increase for various volumes of water 
usage in 1 month: 


Consumptio Present Propose Increast 
1,001 feet (7,500 gal $2. % $3.95 $1. 05 
1 500 foot 0 gallo 410 5. 6 1. 50 
2, feet (15,000 gal 5. 30 7.2 1. 95 
12 et (90.000 gallons 25.5 34 5C 8. 95 
‘ bic feet l 82 3 8 30 25. 95 
1,00 fe 0 gallons 137.3 178. 30 40. 95 


For volumes in excess of 100,000 cubic feet, the increase will have a downward 
trend to slightly above 25 percent. 
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GROUND-WATER RESOURCES OF THE INDIANAPOLIS AREA, MARION 
COUNTY, IND. 


By Charles L. McGuinness 


Prepared in cooperation with the Geological Survey, United States Department 
of the Interior, January 1, 1953 


ABSTRACT 


An investigation carried on since 1935 in cooperation between the division of 
geology, Indiana State Department of Conservation, and the Geological Survey, 
United States Department of the Interior, has shown that an average of nearly 
46 million gallons of water a day has been pumped from wells in the Indianapolis 
area, Marion County, Ind., during the period 1938-42. The pumpage increased 
from about 40 million gallons a day in 1938 to nearly 52 million gallons a day 
in 1941, and decreased to about 47 million gallons a day in 1942. The pumpage 
will probably again increase in 1943, as the result of completion of war plants 
now under construction. 

The ground water is pumped from sands and gravels of glacial origin and 
from limestones of Silurian and Devonian age that underlie the glacial drift. 
During the period 1938S—42 an average of 60 percent of the water pumped from 
wells in the area was derived from sand and gravel and 40 percent from 
limestone. 

It is estimated that since the beginning of pumping in the Indianapolis area 
a total of 400 billion to 500 billion gallons of ground water have been pumped, 
of which about 97 percent has been derived from recharge and about 3 percent 
from storage in the water-bearing formations in the area, accompanied by de- 
clines in the ground-water level. 

The declines in ground-water levels that have resulted from pumping range 
in different parts of the area from a few feet to more than 50 feet. The de- 
clines have been most pronounced in the downtown district of Indianapolis and 
in the surrounding industrial district. Overdevelopment of the ground-water 
supplies in these parts of the area has progressed so far that the vields of most 
wells in them have declined greatly, and in 1941 the total yield of the wells 
in the overdeveloped areas was probably less than at any time during the 
period 1935-41. 

The declines in ground-water levels are due not only to the pumping of ground 
water but also to the general deficiency in precipitation since 1929. The accumu- 
lated deficiency in precipitation at Indianapolis during the 13-year period 1930 to 
1942, inclusive was about 45 inches. The 2 years 1940 and 1941 had larger de- 
ficiencies in precipitation than any other 2 successive years on revord. 

In 1942 the precipitation was slightly above normal and there was considerable 
improvement of the ground-water conditions, owing both to increased recharge 
and to the reduced quantities of water pumped from wells for public supply, 
power production, and sprinkling truck gardens. Conditions in the overdeveloped 
areas are, however, still critical. 

It is recommended that all users of ground water in the area reduce their 
pumpage to the minimum, especially those in the overdeveloped areas, and some 
general suggestions for accomplishing such a reduction are given. It is recom 
mended that when water-saving equipment a 
ment be installed by large users of ground water, especially at places where 
the water is nsed for cooling and condensing. 

The subject of artificial recharge is discussed, and it is recommended that 
experiments be made to devise practicable methods for artificially recharging 
the water-bearing formations in the overdeveloped areas. 

It is concluded that with some redistribution of pumpage and proper location 
of future large developments, a total of not less than 60 million gallons a day 
can be developed safely on a perennial basis from wells in the area within Marion 
County. Considerable further investigation is needed to determine the safe yields 
of the water-bearing formations in individual parts of the area, and it is recom- 
mended that the investigation be completed in a comprehensive manner as soon 
as practicable. 

Illustrations accompanying the report include geologic and glacial maps of 
Marion County, graphs showing fluctuations in water levels in several observa- 
tion wells in the area, and maps of Marion County showing ground-water condi- 
tions in the glacial deposits and in the bedrock formations, 
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Records of periodic water-level measurements in observation wells in the 
area are published annually in water-supply papers of the Federal Geological 
Survey. Data on industrial and other wells obtained in the investigation up to 
1940 have been released in manuscript form and are on file in the offices of the 
State division of geology in Indianapolis and the Federal Geological Survey in 
Washington, D. C. Well data obtained since 1940 will be released as soon as 
practicable, with a map of the area showing the location of the wells. 


INTRODUCTION 
PURPOSE AND SOOPE OF THE INVESTIGATION 


This report gives the preliminary results of an investigation of the ground- 
water resources of the Indianapolis area, Marion County, Ind., made in coop- 
eration between the division of geology, Indiana State Department of Conserva- 
tion, and the Geologocial Survey, United States Department of the Interior. 
The eventual purpose of the investigation is to determine the safe yield of the 
water-bearing formations in the different parts of the area, in order that accurate 
data may be available as to the quantities of ground water that can be pumped 
safely on a perennial basis 

The normal peacetime pumpage of ground water in the area has been so heavy 
that problems of overpumping have been developing for several years in some 
parts of the area, and these conditions have been greatly aggravated during the 
last few years by drought conditions and by a great increase in industrial activity 
as a result of the defense and war efforts. These considerations make it impor- 
tant to issue a report containing the essential conclusions of the investigation 
thus far, in order to bring to the attention of the users of ground water in the 
area the serious nature of the ground-water problems in parts of the area, and 
to point out some of the methods that can be used to ameliorate these conditions. 





FIELDWORK 


The fieldwork of the present investigation was begun in 1935, when four obser- 
vation wells were established in Indianapolis as a part of the statewide observa- 
tion-well program begun in that year in cooperation between the State division 
of geology and the Federal Geological Survey. Records of water-level measure- 
ments made in these wells and in wells added since 1935, and in wells in other 
parts of Indiana, are published annually in water-supply papers of the Federal 
Geological Survey.’ 

Detailed fieldwork was begun by the writer in September 1938 and has been 
carried on at intervals to the present time. A total of about 14 months of field- 
work and about 9 months of office work has been done so far, including time 
spent by members of the division of geology in making weekly measurements of 
water level in several observation wells in the area. The fieldwork has con- 
sisted largely of visits to the industrial users of ground water in the area to ob- 
tain from them information concerning their wells, including estimates of 
pumpage. Considerable time has also been spent in making measurements of the 
depth to water levels in wells and in instrumental leveling to determine the 
altitudes of the measuring points, in order to permit construction of maps show- 
ing the contours of the water table and piezometric surfaces. The available time 
does not permit construction of these maps at present, and additional data are 
also needed. 

In August 1940 records of wells obtained up to that time in the investigation 
were released in manuscript form, and copies were placed on file in the offices of 
the State division of geology at Indianapolis and the Federal Geological Survey at 
Washington, D. C. At the same time a memorandum for the press calling at- 
tention to the release of the well records and giving some information con- 
cerning ground-water conditions in Indianapolis was sent to Indiana news- 
papers. 

The time available for the preparation of the present report has not been 
sufficient to permit release of well records obtained since 1940, or for preparation 
of a map of the city showing the location of the wells. The well data and map 
will be prepared as soon as practicable. However, the essential conclusions of 
the investigation thus far are given in the present report. 

The amount of field and office work has been limited by the small funds avail- 
able for the work. Nevertheless, a large amount of information has been ob- 


1. S. Geological Survey Water-Supply Papers 777, 817, 840, 845, 886, 906, and 936, 
water levels and artesian pressure in observation wells in the United States for 1935. 
1936, 1937, 1938, 1939, 1940, and 1941, respectively. 

















% 


- 


nee 


ee A 


asa 


COMMUNITY FACILITIES—LAWRENCE, IND. 137 


tained, and a considerable part of it is included in the present report. In order 
to permit the most effective development of the groundwater resources of the 
area, a comprehensive investigation is needed that will require the services of a 
staff of several men and will take about 2 years to complete. It is hoped that 
such an investigation can be undertaken after the war. 


PREVIOUS INVESTIGATIONS 


In the course of a systematic areal survey of the ground-water supplies of 
north-central Indiana made by the United States Geological Survey in 1907, about 
a week was spent in the Indianapolis area by 8S. R. Capps and F. G. Clapp of the 
Federal Survey, and information was obtained concerning numerous industrial 
wells in the city and concerning the quantities of water pumped from wells. The 
report of this investigation was published in 1910 as Water Supply Paper 254 of 
the United States Geological Survey (3)2 

The Indiana State Board of Health and the Indianapolis Water Co. have had 
occasion to obtain information concerning many industrial wells in Indianapolis, 
and maintain files on these wells. <A list of wells compiled in 1935 or 1936 by 
W. H. Cordell, then assistant State geologist, from data contained in these files 
has been very useful in the investigation. 


GEOGRAPHY 


PHYSICAL DIVISIONS, DRAINAGE, AND RELIEF 


Marion County lies within the till plains section of the central lowlands 
province of the Interior Plains.” The northern part of the Indiana portion of 
this section, comprising approximately the central one-third of the State and 
including Marion County, corresponds to the Tipton Till Plain of Malott (13, 
pp. 104-112). The surface of the county is a level to gently rolling dissected 
till plain, traversed from north to south by two irregular and poorly defined 
morainie belts, correlatives of the Bloomington morainie system (10, pp. £6-97), 
which appear to coalesce not far south of the southern boundary of the county, 
in Johnson County. 

The county is traversed from northeast to southwest by a broad outwash filled 
valley that cuts across the morainic belts and from Indianapolis southward 
follows very closely the western or outer edge of the moraine. This valley 
heads near Millersville, and is occupied above Indianapolis by Fall Creek. 
From Indianapolis southward the valley is occupied by the West Fork of White 
River (10, pp. 97, 120) In its broadest portion. which lies within Indianapolis 
below the junction of Fall Creek and the West Fork of White River, the valley 
is about 4%4 miles wide, and from Indianapolis southward to the Johnson 
County line it ranges in width from 2 to more than 8 miles. A similar but 
narrower valley is occupied by the West Fork of White River north of Indianap- 
olis, and cuts across the eastern or inner morainic belt northeast of Broad 
Ripple Another similar valley is o cupied by Eagle Creek, and joins the main 
valley in the southern part of Indianapolis. The valley of Eagle Creek cuts 
across the western or outer morainic belt in the northwestern part of the county, 
and appears to follow the western edge of this belt to the junction with the 
West Fork of White River. The relations are shown in figure 1. 

Most of the county is drained by the West Fork of White River and its tribu- 
taries. The largest tributary is Fall Creek, and the next largest is Eagle Creek. 
An area of about 45 square miles along the southeastern edge of the county is 
drained by Buck Creek, a tributary of the East Fork of White River. All these 
streams have many small tributaries, and the surface of the county is thoroughly 
drained (3, pp. 177). 

The range in altitude in the county is from about 650 feet above sea level, at 
the lowest point the White River Valley, to about 885 feet above sea level 
near Lawrence and in the northwestern corner of the county. Some of the hills 
in the northwestern part of the county may rise to altitudes of more than 890 
feet above sea level. 

The maximum local relief is in the southwestern corner of the county, where a 
morainie knoll at the west side of the West Fork of White River, in the SE%4 
sec. 18, T. 14 N., R. 3 E., reaches an altitude of about 847 feet, whereas the flood 





2 Numbers in parentheses refer to publications listed in the bibliography 

8Fenneman, N. M., physiographic divisions of the United States, map prepared in co- 
operation with the Physiographic Committee of the U. 8S. Geological Survey, edition of 
if 
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plain of the West Fork of White River at the foot of the knoll has a minimum 
altitude of about 650 feet. A similar knoll at the east side of the valley, in the 
SW, sec. 15, T. 14 N., R. 3 E., reaches an altitude of about 845 feet. The upper 
part of this knoll, and perhaps the entire knoll, consists of sand and gravel, and 
may be described as a kame. 

There is also considerable relief in the vicinity of Crown Hill in Indianapolis, 
which reaches an altitude of about 855 feet, whereas the flood plain of the West 
Fork of White River about one-half mile west of Crown Hill has an altitude of 
about 690 feet. 

CULTURE AND RESOURCES 


The following statements are based in part on data furnished by the Indian- 
apolis Chamber of Commerce. 

Indianapolis is the capital city and metropolis of Indiana, It is the largest 
city in the United States not situated on navigable water. The 1940 census 
showed a population of 386,972, which has since increased by a good many thou- 
sands as a result of the construction in the area of a number of large war plants 
and the enlargement and conversion of existing industries for war purposes. 
The population of the metropolitan area was estimated as 455,357 in 1940 and 
492,000 on May 1, 1942; it is probably more than 500,000 at present. 

Indianapolis is served by 16 railroad lines of 6 systems. All are connected by 
the belt line of the Indianapolis Union Railway Co. It is said that the city was 
formerly the center of the largest interurban railway system in the world. It is 
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now the center of a network of excellent highways, over which passes much of 
the traffic that was formerly carried by the interurban railways. There are 
approximately 120 established trucklines serving the city, and about a dozen 
buslines. There are five airports in the area, including the class A-1-A municipal 
airport. 

The business activities of Indianapolis are normally almost evenly divided 
between those related to agriculture and those related to industry. The city is 
situated in an important agricultural region. It is the second largest corn market 
and the sixth largest market for all grains in the United States. Perry Township, 
in the south-central part of Marion County, is reported to have a larger truck- 
farming industry than any other comparable area in the United States, and truck 
farming is also important in parts of Wayne and Lawrence Townships. There 
are about 300 truck-farming establishments in the county, about 100 with green- 
houses. The total acreage is about 6,000, and the annual value of the produce is 
in the neighborhood of $3 million.” Indianapolis is also an important livestock 
market, and has several large meatpacking establishments. 

The industry of the city is quite diversified. There are about 800 manufactur- 
ing plants, producing normally more than 1,200 different commodities. Manu- 
facture of many of these has been discontinued in favor of war materials, and 
the importance of the city as a center of war industries has increased greatly 
during the last 2 years. The value of manufactured products in 1939, before 
the maximum effects of the defense and war efforts were felt, was nearly $300 
million. The value of manufactured products in 1941 must have been very 
much larger, and the figure for 1942 will be larger still. 

Aside from water resources, the natural resources of the Indianapolis metro- 
politan area are not extensive. Large quantities of sand and gravel for building 
purposes are produced from a number of gravel pits in areas of glacial outwash. 
A consicerable number of wells have been drilled for oil and gas to the so-called 
Trenton formation, of Ordovician age, and a few are still drilled each year. 
The Broad Ripple Pool, in the northeastern part of the city, was the most 
important producing area, and there have been a number of producing Wells in 
the vicinities of Brightwood and Oaklandon, as well as scattered wells in 
other parts of the county. According to the available information, there are at 
present no producing oil wells in the county, and only two gas wells that are 
producing on a commercial scale, at the Sunnyside Sanatorium near Oak!andon. 
Abundant supplies of cheap coal for making steam are produced in the coal 
basin west and southwest of Indianapolis, within about 50 miles of the city. 
There has been a small production of foundry sand in the county. No coal, 
building stone, clay, or other mineral is produced in quantity in the county.’ 


CLIMATE 


The United States Weather Bureau maintains two stations in Marion County— 
the Indianapolis station, now at the Federal building, and the Indianapolis Air- 
port station, at the Indianapolis Municipal Airport. Indianapolis is the section 
center for the Indiana section of the Weather Bureau, and river and flood data 
are compiled at the Indianapolis station in addition to the usual climatological 
data. The station at the Indianapolis Municipal Airport is one of the class 
known as airport stations, at which meteorological data used in operation of 
the airport are obtained in addition to the climatological data regularly obtained 
by first-order stations. At the end of 1942 there was available a 72-year record 
at the Indianapolis station and an 1ll-year record at the Indianapolis Airport 
station 

The average annual precipitation at the Indianapolis station during the 71- 
year period 1871-1941 Was 39.82 inches. The figure used in computing deviations 
from normal is 39.90 inches, which was the average during the 50-year period 
1878-1927. This figure is also used in computing deviations from normal at 
the Indianapolis Airport station. 

Precipitation is fairly well distributed throughout the year. The normal 
monthly precipitation ranges from 2.73 inches in February to 3.93 inches in March. 
The precipitation is slightly greater during the spring and summer than during 
the fall and winter. Normal rainfall for the 6-month period March to August, 
inclusive, is 21.71 inches; that for the 6-month period September to February, 
inclusive, is 18.19 inches. 


* Abbott, H. E., Marion County agricultural agent, oral communication. 
5 Esarey, R. E., State geologist, oral communication. 
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The mean monthly precipitation for the period 1871-1941, the normal monthly 
precipitation for the different months, computed for the period 1878 1927 and 
used by the Weather Bureau, and the mean monthly precipitation for the period 


1930—41, are shown below, in inches: 


Montt Mean Mean Mean 
Month (1871-1941 (1878-1927) | (1930-41) 
—— 3.01 2. 95 3. 20 
ternary ; 2. 57 2.73 1. 86 
Maen 3.81 3. 93 2.97 
A pril 3. 57 3. 62 3. 62 
Ma 3. 73 3. 89 2. 83 
June 3. 99 3. 62 3. 96 
Tul 3. 83 3. 34 3. 39 
canaied 3. 26 3.31 2.93 
September 3. 22 3. 40 3.41 
Oct 2.77 2.78 2.71 
loeen 3.17 3.35 2. 60 
December 2.89 2. 98 2. 46 
Total 39. 82 39. 90 35. 94 


The 12-year period 1930-41, inclusive, was by far the driest such period on 
record in Indianapolis. The accumulated deficiency in precipitation during this 
period was about 47.5 inches (45.3 inches for the 13-year period 1930-42, in- 
clusive, owing to the excess in precipitation of about 2.2 inches during 1942 
The 4 driest years on record were 1930, with a total precipitation of 29.66 inches ; 
1934, with 24.97 inches; 1940, with 28.82 inches; and 1941, with 29.06 inches. 

Never before during the period of record have there been 2 successive years 
with precipitation as low as that of 1940 and 1941, although the years 1894 and 
1895 were somewhat similar. However, the average annual precipitation dur- 
ing the decade preceding 1894 was 40.45 inches, whereas that of the decade pre- 
ceding 1940 was only 37.34 inches. 

The deficiencies in precipitation since 1930 have added to the severity of the 
ground-water problems in the area, as will be discussed later. 

The average seasonal snowfall during the 59-year period covering the sea- 
sons 1883-84 to 1941-42 was 20.9 inches. The average during the 12-year period 
covering the seasons 1930-31 to 1941—42 was only 15.7 inches. 

The mean annual temperature at Indianapolis during the period 1871-1941, 
obtained by averaging the mean mMaXimum and the mean minimum temperatures, 
is 53° F. Monthly mean temperatures range from 28.8° F. in January to 76.3° F. 
in July. The absolute extreme range in temperature is from 106° F. (July 
1936) to —25° F. (January 1884). During the 12-year period 1930-41, inclusive, 
the mean annual temperature was a little more than a degree above normal, or 
ibout 54.15° F. Four of the highest monthly mean temperatures on record were 
attained during this period, those of November 1931, September 1933, and July 
and August 1936. 

The average date of the last killing frost in spring is April 16; that of the 
first killing frost in autumn is October 21. 


GEOLOGY 
CONSOLIDATED ROCKS 


In Marion County the consolidated rocks are everywhere covered by uncon- 
solidated deposits. The thickness of the unconsolidated deposits ranges from 
less than 25 feet, in some parts of the floodplain of the West Fork of White River 
above the confluence with Fall Creek, to more than 325 feet in the northeastern 

t of the county, in an area where the available evidence indicates the presence 
of a system of buried valleys in the bedrock that is apparently not related to the 
present drainage system. The unconsolidated deposits in this area consist partly, 
perhaps entirely, of glacial drift. Thick glacial drift, approaching 250 feet in 
thickness, is also found in some places in the southeastern part of the county. 

The consolidated rocks that crop out beneath the unconsolidated deposits 
in Marion County are of Middle and Upper Devonian and Lower Mississippian 
age. The bedrock formations dip to the southwest, and in preglacial times were 
truncated by erosion into a nearly level plateau; thus progressively younger 
formations crop out beneath the drift from northeast to southwest. Owing to 
uplift this plateau had become somewhat dissected by erosion, and at the be- 
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ginning of the Pleistocene or glacial epoch the surface relief in the county was 
more than 200 feet, as shown by well records. 

The oldest rocks that crop out beneath the drift in the county are limestones 
of Middle Devonian age, making up the Corniferous limestone of the drillers, 
which underlie the drift in approximately the northeastern half of the county. 
These limestones are overlain by the New Albany shale, of Upper Devonian age, 
a black shale that lies immediately below the drift in most of the southwestern 
half of the county. According to the available evidence the New Albany shale 
is overlain by formations of Mississippian age in an area of several square miles 
in the extreme southwestern corner of the county, presumably comprising the 
thin Rockford limestone of Kinderhook age below and silty shales of the Borden 
group above. The approximate relations of these formations are shown in 
figure 2, adapted from the geological map of Indiana.° 








4 VONIAN . SipPiaN 


Below the Devonian limestones are the following rocks, in descending order: 
Formations of the Niagara group, of Silurian age, known as the Niagaran lime- 
stone among the drillers, including limestones above and a shale below; forma- 
tions of the Cincinnatian series, of Upper Ordovician age, consisting predomi- 
nantly of shale but including a number of beds of limestone; the Trenton lime- 
stone of the drillers, of Middle Ordovician age; and the St. Peter sandstone, 
of Lower Ordovician age. As far as is known no wells in Marion County have 


® Geologic map of Indiana, by W. S. Blatchley, W. N. Logan, and others, Indiana Depart 
ment of Conservation, Division of Geology Publication 112, 1932. 
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extended below the St. Peter sandstone, and only 4 or 5 wells are known to have 
reached that formation. Below the St. Peter are presumably the Shakopee 
limestone and the New Richmond sandstone, also of Lower Ordovician age; 
sandstones and limestones of the Ozarkian system of Ulrich, of Lower Ordovician 
or Upper Cambrian age; sandstones, shales, and limestones of the St. Croixan 
series, of Upper Cambrian age; and finally formations of pre-Cambrian age.’ 

The only consolidated rocks that are of importance as aquifers in Marion 
County are the limestones of Devenian and Silurian age. The New Albany shale 
and formations of Mississippian age, which lie above the limestones, as well as 
the rocks below the limestones, yield only small quantities of water or water that 
is too highly mineralized for ordinary uses. 

Where it is present the New Albany shale acts as a confining bed for the water 
in the underlying limestones (fig. 1); thus water pumped from the limestones 
in the area where the shale is present must percolate laterally from areas where 
the shale is absent and the limestones directly underlie the unconsolidated de- 
posits and receive water from them. For this reason wells situated at progres- 
sively greater distances west from the line where the shale thins out and dis- 
appears are likely to strike progressively fewer crevices in the limestone and to 
obtain less water than wells farther east. Furthermore, the water is likely to 
be more highly mineralized than that from wells in the area where the shale is 
absent. 

The only formation below the Silurian limestones that is known to have 
yielded potable water in the Indianapolis area is the St. Peter sandstone. ‘This 
formation yields mineral water to 2 wells at the Mount Jackson Sanitarium 
(1, p. 78), only 1 of which is now in use. It is reported that a similar well was 
drilled about one block east of the sanitarium in an attempt to develop a supply 
of mineral water, but the result of this drilling is not known. 

A well drilled in 1886 and 1887 by the Indianapolis Gaslight & Coke Co. 
(13, p. 331) apparently extended just to the St. Peter sandstone at a depth of 
1,520 feet. This well was drilled for gas. As far as is known it is 1 of the only 2 
wells drilled primarily for oil or gas in Marion County that have extended beow 
the Trenton limestone. The other is a well drilled about 1920 or 1925 near 
Valley Mills. This well is reported to have encountered a black gummy substance 
a short distance below the top of the St. Peter sandstone, believed to be a petro- 
leum residue. It is reported that a similar substance is found in some wells in 
rocks of St. Peter age in Tennessee, and it is said that the well at Valley Mills 
s the only well north of Tennessee in which the material has been found in the 
St. Peter. Data are not available concerning the depth of this well. 


UNCONSOLIDATED DEPOSITS AND GLACIAL GEOLOGY 


As indicated previously, the consolidated rocks in Marion County are every- 
where covered by unconsolidated deposits, ranging in thickness from less than 
25 feet to more than 325 feet. The bulk of the unconsolidated material consists 
of glacial deposits of Pleistocene age (fig. 1). Alluvian of recent age occurs only 
along the streams, and nowhere reaches great thickness. 

In examining figure 1 it must be kept in mind that the boundaries between 
formations are somewhat generalized. The boundaries between the till plains 
and morainie tracts are especially difficult to trace. Inasmuch as there is not 
much difference between the till plains and the morainic tracts as far as the 
ground-water supplies of Marion County are concerned, little time was spent in 
mapping the boundaries between them in detail, and the boundaries were taken 
from Leverett’s glacial map of Indiana (10, pl. 6) with practically no changes. 
However, the boundaries of the glacial outwash deposits, which are the most im- 
portant formations as far as ground water is concerned, were mapped as accu- 
ately as possible. In some stretches the relations are obscure, and such stretches 
are indicated by means of question marks in the boundaries. 

A number of wells in the northeastern part of the county, in the vicinity of 
Oaklandon, pass through considerable thicknesses of red clay, generally just 
above the limestone bedrock. Records of some of these wells were obtained 
from Mr. Bert C. Kinnaman, a driller, rural route 4, Noblesville. A well at the 
Paradise tourist camp in the NW sec. 34, T. 17 N., R. 5 E., passed through 190 
feet of red clay and entered gravel at a depth of 325 feet. This well was not 
carried to bedrock. A well nearby, at Morrison’s, was carried to a depth of 320 


7 Wilmarth, M. Grace, Tentative Correlation of the Named Geologic Units of Indiana: 
U. S. Geological Survey, Committee on Geological Names, February 1, 1930. Based chiefly 
on reports of Indiana Geological Survey. 
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feet, and was still in red clay when drilling was discontinued. A gas well in the 
SW% sec. 33, T. 17 N., R. 5 E., struck the limestone bedrock at a depth of only 
112 feet, but passed through 20 feet of the red clay above the limestone. An- 
other gas well a short distance to the east, in the SE%4 sec, 33, T. 17 N., R.5 E., 
passed through 80 feet of red clay before bedrock was struck at a depth of 280 feet. 

The available evidence is not sufficient to indicate whethef the red clay is 
glacial drift of a stage earlier than the Illinoian, residual soil, or a pre-Pleistocene 
continental or marine deposit lying unconformably on the limestones. The mate- 
rial appears to be preserved mainly in valleys in the limestone bedrock, and in 
some places these valleys have probably been cut entirely through the Devonian 
limestones, so that the clay lies directly on the Silurian limestones. If the red 
clay is an old glacial drift, the maximum thickness of the glacial deposits in 
the county exceeds 325 feet. 

The greater part of Indiana was subject to glaciation during at least two 
stages of the Pleistocene epoch, the Illinoian and the Wisconsin stages (10, 
pp. 23-32, 62 et seq). In certain States both to the east and to the west of 
Indiana there are evidences of at least two earlier stages of glaciation, and 
it is an open question whether these early stages are represented in Indiana 
(10, p. 26). As indicated above, further investigation may show that the red 
clay just above the bedrock in the northeastern part of the county represents 
drift of a stage earlier than the Illinoian. 

The ice forming the continental glaciers that originated in Canada and in- 
vaded the Northern United States accumulated in four main gathering grounds 
and moved outward from these. From west to east these icefields are known 
as the Cordilleran, the Keewatin, and Patrician, and the Labrador. The glaciers 
that invaded Indiana during both the Illinoian and the Wisconsin stages were 
part of the Labrador icefield (10, pp. 24-25). Each of these glaciers upon its 
retreat left a sheet of glacial drift consisting of rock material picked up by the 
ice in its passage over the ground and deposited as the ice melted. 

The Illinoian drift sheet is apparently the most extensive sheet of the Labrador 
icefield, It is thought to extend to the glacial boundary in Indiana and in the 
neighboring parts of Ohio, Kentucky, and Lllinois (10, p. 26). The edge of the 
Wisconsin drift sheet falls considerably short of that of the Illinoian in Indiana. 
However, both drift sheets are apparently present throughout Marion County 
except where they have been eroded by glacial melt waters and subsequently 
partly replaced by outwash deposits. 

The glacial boundary in Indiana, presumably that of the Illinoian glacier, 
enters the State near the southwest corner and runs irregularly northeastward 
to southern Morgan County, from which point it runs irregularly southeast- 
ward, leaving the State a short distance above Jeffersonville. The unglaciated 
portion of the State comprises a reentrant between two major lobes of the Illinoian 
glacier, the Illinoian lobe on the west and the Huron-Hrie lobe on the east 
(10, p. 62). 

The outer boundary of the Wisconsin or upper drift sheet enters the State 
west of Terre Haute, runs northeastward to a point between Rockville and 
Greencastle, thence irregularly southeastward to the northwest corner of Jen- 
nings County thence northeastward to the vicinity of Connersville, and thence 
southeastward out of the State. Lobation was not as pronounced during the 
Wisconsin stuge as during the Illinoian. In Indiana the portion of the Wis- 
consin border southwest of the Rockville Greencastle area belongs to the Lake 
Michigan lobe, that southeast of Connersville to the Miami lobe, and that be 
tween Connersville and the East Fork of White River to the East White lobe. 
In the area between the East Fork of White River and Greencastle the Wisconsin 
border is irregular and somewhat difficult to trace, but lobation is not evident 
(10; p. TT). 

The bulk of the glacial drift in Marion County, including that of both the 
Iilinoian and the Wisconsin drift sheets, consists of till (boulder clay), an 
unassorted mass of boulders, gravel, and sand in a clay matrix. However, beds 
and lenses of sand and gravel occur throughout the body of drift, interbedded 
with the till, and few wells in the county fail to strike one or more such beds 
in passing through the drift. In many places beds of sand and gravel are found 
between the Illinoian and Wisconsin drift sheets, and extensive outwash deposits 
of sand and gravel, deposited from glacial melt waters during both the Illinoian 
and the Wisconsin stages, occur along the major lines of glacial drainage (fig. 1). 

So far as is known the Illinoian drift sheet is exposed in few places in the 
county, if at all, but its upper surface is indicated in many well records as 
hardpan. The drift was subject to weathering for a long period after its deposi- 
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tion and before the coming of the Wisconsin glacier, resulting in considerable 
leaching and induration. However, the term “hardpan” is loosely used by 
drillers, and considerable discrimination must be used in assigning the position 
of the contact between the Illinoian and Wisconsin drift sheets by this means. 

The Illinoian drift consists largely of a compact yellow to blue stony clay, 
but there are alsO many beds of sand and gravel. Marion County lies not far 
back from the reentrant angle in the glacial boundary in the interlobate area 
between the Illinois and Huron-Erie lobes of the Illinoian glacier, where the 
action of the glacial melt waters might be expected to have been especially 
vigorous, and it is probable that many of the widespread deposits of gravelly 
material lying above the lower till sheet, as well as part or all of the outwash 
deposits below it, may be referred to the Illinoian stage (10, pp. 69-71). It 
may be shown eventually that some of the lowest outwash deposits, lying just 
above the bedroek, may be referable to a pre-Lllinoian stage of glaciation, but 
there are as yet no data to support this theory. 

The Wisconsin drift also consists largely of till. In the interstream tracts the 
drift appears to be predominantly clayey, except for occasional knolls of gravel 
at the surface and relatively thin beds of sand and gravel interbedded with the 
till. Along White River, Fall Creek, and Eagle Creek, however, and in certain 
areas adjacent to these valleys but not part of them, outwash deposits of sand 
and gravel heading in the Wisconsin moraines occur at and near the surface (10, 
p. 120). Areas of outwash deposits adjacent to but not part of the major valley 
include gravel plains between the White River Valley on the west and the mor- 
aine on the east from Indianapolis southward to the Johnson County line, an 
area between the White River Valley and Eagle Creek and extending beyond that 
creek to about the longitude of Mars Hill and speedway, and small areas on both 
sides of the White River Valley near the Hamiltcn County line. These areas are 
shown on the glacial map, figure 1. In the area of this type west of the White 
River Valley the gravels are quite thin in most places, and Leverett has reported 
observing outcrops of till at the surface in parts of this area (10, p. 120). The 
Wisconsin drift in Marion County is largely morainic in character, although in 
most places the moraines are not prominent, and the extensive outwash deposits 
are to be expected in view of the fact that the ice border must have persisted for a 
considerable time in the county while the morainic deposits were accumulating. 

The broad outwash-filled valley that heads near Millersville, described pre- 
viously, was probably formed largely during the Wisconsin stage. However, it 
may have originated during the Illinoian stage, and it may occupy in part a pre- 
glacial channel. In some places both the Illinoian and the Wisconsin till sheets 
were removed entirely during the cutting of the valley and were subsequently 
replaced by outwash deposits. In these places wells strike no clay above the bed- 
rock. In other parts of the valley, including a large part of the gravel terrace 
east of the White River in Indianapolis proper, till that is probably of Illinoian 
age is struck in wells, showing that the valley was not cut to bedrock throughout 
its entire width during Wisconsin time. If this clay is of Illinoian age, as seems 
probable, the gravels below it are therefore also referable to the Illinoian stage, 
or possibly in part to an earlier stage. It seems likely that even in the areas 
where both till sheets have been removed at least the lowermost gravels are of 
Illinoian or pre-Illinoian age. These lower gravels, near or directly above the 
bedrock, supply many of the most productive wells in the area. 


GEOLOGIC SECTION 


A generalized section of the geologic formations of Marion County follows: 
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GROUND WATER 


SOURCE, OCCURRENCE, AND MOVEMENTS OF THE WATER 


Throughout most of the land area of the earth the rock formations in a certain 
zone are fully saturated with water. The lower limit of this zone is found at a 
variable but great depth, below which the pressure of gravity is so great that 
pores capable of holding water cannot exist in the rocks. The upper surface of 
the zone of saturation is known as the water table, and in indifferent places it 
may lie at the surface or at depths up to several hundred feet below the surface 
depending on the character of the rocks and the climate. The water in the part 
of the zone of saturation with which the present report is concerned is derived 
from precipitation, and reaches the water table by percolation downward from 
the soil after the soil has absorbed more water from rain and melting snow than 
it can retain against the pull of gravity. The water that reaches the water 
table moves slowly toward the streams and discharges into them. Before all 
the ground water above stream level can be drained away, more water is generally 
added from the surface, keeping the water table somewhat above stream level 
in the interstream tracts, though fluctuating as periods of ground-water recharge 
are succeeded by periods of draining. Owing to the continuous process of drain- 
ing and the intermittent periods of rechange, the ground water is in continuous 
motion, the motion generally being more vigorous near the water table than at 
depth. 

The ground water in Marion County is chiefly or entirely of meteoric origin, 
and conssits largely of water that has fallen in the form of rain and snow and 
has percolated through the soil and subsoil materials to the water table. Even 
the water pumped from the deep-lying St. Peter sandstone is believed to have 
entered the ground in the outcrop areas of the formation in Wisconsin or Illinois 
and to have traveled slowly from these areas through the formation. The water 
in this formation may be in part connate, that is, sea water that has never been 
flushed out It is not possible to estimate the time necessary for water to trave! 
from the areas of outcrop of the St. Peter to Indianapolis, but it is many hun 
dreds 2nd perhaps many thousands of years. In addition to mixing with con 
nate water, in this long journey the water dissolves considerable mineral matter 

rom. the rocks through which it passes, and at Indianapolis the water contains 
more than 15,000 parts per million of dissolved solids (1, p. 78). The water is 
thus not potable in the ordinary sense of the word, but at the Mount Jackson 
it is used as a mineral water, generally diluted with water of lower 





sa Larium 





With this minor exception the ground water pumped in the Indianapolis area is 
much more nearly local in origin. The water in the unconsolidated deposits is 


derived from precipitation essentially locally, probably largely within Marion 
County, although the water pumped from the outwash deposits along Fall Creek 
and the West Fork of White River may derived in part from the upstream 





areas Outside the county. The water in the Devonian and Silurian limestones 
enters the limestones from the overlying unconsolidated deposits, and it may be 
derived from a somewhat larger area than the water in the unconsolidated 


deposits. The water in the limestones is contained largely in fissures and 
crevices, some of which are of considerable size and may extend for long dis- 
tances Jecause the water can travel freely through the larger crevices under 


low hydraulic gradients, it is possible that some of the water pumped from the 
lmestones in Marion County may be derived from areas at a considerable dis- 
lton, Hancock, and Madison Counties. However, it is probable 
that most of the water pumped from limestones in the Indianapolis area, like 
that pumped from the unconsolidated deposits, enter these formations within 
Marion County 

The water in the unconsolidated deposits occurs in the interstices between 
particles of clay, silt, sand, and gravel. The rate at which water moves through 
these materials depends on the hydraulic gradient, or slope of the water table, 
and on the size and shape of the interstices. Water moves freely through coarse 
gravels under low hydraulic gradients, whereas it moves with extreme slowness 
through compact clay even under high hydraulic gradients. Although consider- 
able quantities of water may move through beds of compact clay over long periods 
of time, these deposits are regarded as being essentially impervious, and their 
importance with respect to ground water is in acting as confining beds for water 
in adjacent beds of more permeable material. The most favorable unconsoli- 
dated materials as far as ground water is concerned are the coarse outwash 
gravels, through the coarsest of which water may move at a rate of more than 
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100 feet a day under hydraulic gradients of a few feet to the mile, and which 
may yield 5,000 gallons a minute or even more to a single well. 

Coarse gravels of this type are found predominantly in the wide outwash- 
illed valley heading near Millersville, described previously, and shown on the 
glacial map (fig. 1), and to a lesser extent in the valley occupied by the West 
Fork of White River above Indianapolis, also show in figure 1. It seems probable 
that the major part of the water pumped from sand and gravel in the area under 
lain by these deposits within Indianapolis is derived from precipitation in the 
parts of these valleys north and northeast of the city, and the areal extent of 
the valleys and the thickness and permeability of the sands and gravels in them 
are the most important factors controlling the ground-water supplies of Indian 
apolis. It is also probable that much of the water pumped from wells in limestone 
in this valley within Indianapolis is derived from the gravels within the valley, 
in areas where they lie directly on limestone, especially in areas where preglacial 
weuthering rendered the limestone highly permeable. 

In the interstream tracts beyond the limits of the main valley and the other 
outwash-filled valleys the glacial deposits consist predominantly of clay instead 
of sand and gravel, and only a relatively small part of the total thickness of the 
drift in these areas is made up of beds of sand and gravel. Inasmuch as the 
relation between the glacial deposits in the interstream areas and those in the 
valleys is one of older deposits with relatively high surface altitudes cut by 
valleys in the bottoms of which younger deposits have been laid down at rela 
tively low altitudes, the deposits in the valleys not only do not contribute ground 
water to the higher tracts, but instead the deposits in the uplands contribute to 
the supplies of the valleys. This contribution takes place mainly through beds 
of sand and gravel in the older deposits that were exposed during the cutting 
of the valleys, and in contact with which permeable outwash s: nds and gravels 
were lat r deposited. The ground-water supplies of the upland areas are not as 
abundant as those in the outwash-filled valleys and are more subject to depletion, 
owing both to the presence of less sand and gravel in the upland deposits and 
to the relatively high altitude, which promotes recharge of the deposits in the 
valleys at the expense of the uplands. 





A number of wells in gravel in the main valley have specific capacities in excess 
of 100—that is, they produce more than 100 gallons a minute per foot of draw 
down, and one such well was pumped for several months in 1941 at a rate of 
about 5,000 gallons a minute Between the extremes, of course ravel and 
compact clay are the ordinary water-bearing sands and gravels, through which, 
under the hydraulic gradients existing under ordinary conditions, water may 
move at rates ranging from less than a hundred feet to as much as a few 
thousand feet a year. 

In the water-bearing limestones in Marion County the water occurs in and 
moves through fissures in the rock, generally along the nearly horizontal open- 
ings known as bedding planes and along the vertical fractures known as joints, 
Limestone is slowly soluble in water, especially in water containing free carbor 
dioxide, and over long periods of time the passages through which the water 
moves are enlarged by solution. These solution passages may reach great siz if 
the process is allowed to continue for inany thousands of years, as is shown by 
the existence of the great limestone caverns in southern Indiana and in other 
places. In Marion County, however, such cavernous zones in the limestone, if 
they ever existed, were removed by erosion, and the solution cavities that remain 
are of moderate size, the largest that have been struck by wells being perhaps a 
few feet across. However, most crevices that are even a few inches across are 
probably continuous for considerable distances, and wells striking them generally 
have large yields with a small drawdowns. Most of the wells in the area that 
penetrate the limestones probably strike only a few crevices larger than a frac- 
tion of an inch across. The largest crevices are likely to occur in and near the 
preglacial lines of drainage, where the limestone had an opportunity to become 
more or less cavernous to a considerable depth, and it is probable that some of 
the limestone wells of large yield in the area indicate the presence of preglacial 
valleys. In the tracts between the preglacial lines of drainage the weathered 
and disintegrated upper part of the limestone was probably largely removed in 
most places by the earliest glaciation, and wells in limestone in these tracts 
might be expected to have only small or moderate yields, as the remaining crevices 
in the rock in most places would presumably be few in number and widely 
seattered. 

It is not known whether the present drainage system, which coincides with the 
glacial drainage, is closely or only remotely related to the preglacial drainage 
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system, along the valleys of which permeable zones might be expected to exist in 
the limestones. There is thus no reason that wells in the present interstream 
tracts should not strike highly fissured zones in the limestone, marking lines of 
pregiacial drainage, and as a matter of fact there are a number of wells in Marion 
County that suggest such conditions. However, the limitations described above 
as applying to the ground-water supplies of the glacial deposits in the upland 
areas between the major valleys also apply to the limestones to some extent. If 
the limestones are directly overlain by till, as is probably true in most of the 
interstream areas in Marion County, recharge of the limestones may be slow even 
if they contain numerous crevices in some places. Thus under unfavorable cir- 
cumstances the water supplies in the limestones in these areas may be depleted 
rapidly by heavy pumping, even if the initial yields of wells are high. Conditions 
are much more favorable in areas where the limestones are directly overlain by 
beds of sand and gravel in the drift that have a considerable areal extent, but as 
far as is known there are no places outside the outwash-filled valleys where 
deposits of sand and gravel extend all the way from the surface to the bedrock, 
and thus no places in the upland areas where recharge of the limestones from 
the glacial deposits can take place as readily as in the outwash-filled valleys. 

Although the bulk of the ground water pumped in the Indianapolis area is 
derived from rain and meltwater from snow that enters the soil and percolates 
to the water table, in the heavily pumped parts of the area it appears that there 
may be two sources of recharge that would not exist if the ground-water levels 
were not depressed by pumping. One of these, the possible recharge in parts of 
the area from leaking sewers, is discussed in the next section. The other is re- 
charge from the West Fork of White River in a stretch where the ground-water 
level is depressed below river level. The water table is depressed below river 
level in a large part of the downtown district of Indianapolis east of the river, 
and it appears that this cone of depression extends to the river in at least the 
stretch between Washington Street on the north and Morris Street on the south. 
Whether it extends beyond the river is not known, but there are several areas 
west of the river in which the ground-water levels are depressed below river level 
by pumping, and these may prove to be connected with the large cone of depres- 
sion east of the river. 

Under these conditions water will tend to move outward from the river to an 
extent governed by the available head and the permeability of the river bottom. 
In the stretch of the river concerned there is a low dam that was thrown up to 
impound condensing water for the Perry K plant of the Indianapolis Power & 
Light Co., at about the latitude of Georgia Street. It is probable that in the 
stretch above the dam the river bottom is fairly well silted up, and that rela- 
tively little recharge from the river can take place. Below the dam, however, 
the river bottom is presumably kept relatively free from silt by the flow of the 
river, and it seems probable that considerable recharge from the river takes 
place in this stretch. 

The only evidence that is yet available concerning recharge from the river 
involves the temperature of the ground water in the area east of the river. Wa- 
ter from most of the wells in gravel in the downtown district has a temperature 
several degrees higher than the normal temperature, which is approximately 
DS° F. Temperatures as high as 67° F. are reported, and the average tempera- 
ture of the water from wells in gravel in this district is probably above 60° F. 
Also, the available information indicates that the temperatures have risen in re- 
cent years. These facts accord with the theory that water is moving under- 
ground from the river towrd the downtown district. The ground-water levels 
in this district are much lower in summer than in winter, owing to the pumpage 
for air-conditioning from many wells penetrating gravel. It, therefore, appears 
that, although the ground-water levels are now below river level at all times, the 
head available to induce movement of water outward from the river is greater 
during the summer than during the winter, and consequently there should be 
more recharge during the summer. A higher rate of recharge in the summer 
would also be promoted by the fact that the viscosity of warm water is less than 
that of cold water, and the reduced viscosity increases the rate at which water 
can move through material of a given permeability under a given head. Inas- 
much, therefore, as more warm water than cold should leave the river, the 
average temperature of the water leaving the river should be higher than the 
mean annual temperature, and the temperature of the ground water in the area 
east of the river should gradually increase. 

The temperature of the water from a well about 150 feet south of the Indian- 
apolis Power & Light Co. dam and about 300 feet east of the river was measured 
on August 9, 1939, and feund to be 54° F. The temperature of the water was 
measured again on October 30, 1941, and was found to be 65144° F. Inasmuch as 
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the well is near the river and its pumping water level is below river level, the 
temperature measurements indicate that cold water moving outward from the 
river in the late winter or early spring reaches the well by August, and warm 
water moving outward from the river during the summer reaches the well by 
late October. In view of the available information concerning the rate of move- 
ment of water in water-bearing sands and gravels, it appears reasonable to 
expect that there will be a lag of 2 or 3 months between the time that water 
leaves the river and the time that it reaches a well some 300 feet distant. Be 
cause of the much greater distance from the river to the air-conditioning wells in 
the downtown district, such marked fluctuation in temperature as observed in 
the well near the river should not be expected, as the temperature would tend to 
be largely equalized during the considerable time required for the water to travel 
from the river to the vicinity of Washington and Meridian Streets, a distance 
of nearly three-quarters of a mile. Although few data are available, it appears 
that the water from the relatively few wells in limestone that are in use in the 
downtown district generally has a somewhat lower temperature than the water 
from the wells in gravel. 

At some time in the future it will be desirable to make current-meter measure- 
ments of the flow of the White River at frequent intervals along its course 
through the city during a period of low flow, in order to determine the stretches 
in which there is loss of water from the river into the ground. 


QUALITY OF THE GROUND WATER 


The ground water in Marion County is on the whole quite hard, and it contains 
considerable iron in some places, but the hardness, iron content, and total mineral 
content are variable within wide limits. The water may be classed as a hard 
bicarbonate water containing considerable magnesium as well as calcium, and 
containing sufficient sulfate, and in places chloride, to make the noncarbonate 
hardness rather high. Total hardnesses up to about 1,100 parts per million 
and iron contents up to more than 100 parts per million have been reported.’ 

Although such extremely high contents of iron probably indicate solution of 
iron trom pipes by water containing considerable free carbon dioxide, it is proba- 
ble that in some places the water in the ground may contain as much as 10 parts 
per million of iron. Much of the water from the limestone, and the water from 
the unconsolidated deposits in a few places, contains some hydrogen sulfide 
(rotten-egg gas), the quantity ranging from a trace to several parts per million. 

The best waters that have been reported in the county show total mineral 
contents as low as about 300 parts per million, with total hardnesses as low as 200 
parts per million. One well in limestone at the Reilly Tar & Chemical Co. yields 
water unusually low in hardness, but the available unalyses do not indicate the 
reason for this. 

The water from most of the wells in the county contains from 400 to 800 parts 
per million of dissolved solids, and the range in hardness is from about 300 to 
about 700 parts per million. Although sufficient analyses are not available to 
permit other than a general comparison between water from unconsolidated 
deposits and that from the limestones, it is probable that the water from the 
limestones will average slightly harder and higher in mineral content than * * * 
the water from sand and gravel. However, the greatest range in both hardness 
and in dissolved solid content is found in the water from wells in sand and gravel. 
On the whole, the waters from the sands and gravels and from the limestones are 
of the same type, and the only significant difference is the presence of hydrogen 
sulfide in the water from many of the wells in limestone, which when present 
in quantities of several parts per million renders the water both corrosive and 
somewhat unpalatable. 

Analyses furnished by the Indianapolis Water Co. show that most of the wells 
for which analyses are available yield water containing some fluoride, the 
amount ranging from a trace to a little more than 1 part per million and averag- 
ing considerably less than 1 part per million. It is probable that use of a water 
with a fluoride content of this magnitude will not result in dental fluorosis except 
possibly in mild form in a very few cases, and there is thus no reason for concern 
over it. 

Owing to the hardness and relatively high mineral content of the ground water, 
filtered surface water produced by the Indianapolis Water Co., the source being 
the West Fork of White River at Broad Ripple, is used by most industries in 
the area within reach of the public-supply mains for processes in which the 
chemical character of the water is important. Though quite hard, this water is 





8U. S. Geological Survey Water-Supply Paper 254 and miscellaneous analyses furnished 
by the Indianapolis Water Co. 
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somewhat softer than much of the ground water, and it is practically free from 
hydrogen sulfide and iron. The Indianapolis Water Co. has several groups 
of wells and pumps some ground water for public supply, but in recent years 
ground water has made up only a small proportion of the total water produced 
by the company, and at most times and places the public-water supply is essen- 
tially a filtered surface water. However, during periods of low flow ground- 
water discharge furnishes most of the water appearing in the streams, and at 
these times the surface water is about as hard as the ground water, although 
owing to exposure to the air it is always low in iron. 

It is reported by the Indianapolis Water Co. that water from wells in the con- 
gested areas has a higher chloride content than water from wells in outlying 
districts, indicating that there may be considerable pollution of the ground- 
water supply in the sands and gravels in the congested areas by sewage. It seems 
probable that some of the older sewers may be quite leaky, and any tendency 
toward leakage would be promoted by the low ground-water levels in the heavily 
pumped downtown and industrial districts. It is conceivable that leaky sewers 
may contribute a not inconsiderable part of the ground-water recharge in some 
parts of the heavily pumped areas in which there are only discontinuous beds of 
clay above the main water-bearing gravel, or no clay at all. On the basis of 
preliminary information, the quantities of sewage received at the Indianapolis 
sanitation plant do not appear to be large enough at all times to account for all 
the water obtained from the public-water supply and from privately owned wells 
and discharged into the sanitary sewers. It is possible that the difference may 
be accounted for at least in part by loss of water from sewers into the ground. 

In the Indianapolis area larger quantities of ground water are used for cool- 
ing and condensing than for any other purpose, perhaps as large as for all other 
purposes combined, For these uses the quality of the ground water is generally 
quite satisfactory, although in some places the water is rather corrosive, and 
this has led to considerable trouble through corrosion of condenser tubes or other 
parts of the equipment through which the water passes. 

The average temperature of the ground water is about 55° F., and it fluctuates 
very little during the year, which for cooling purposes gives the ground water 
a great advantage over surface water during the summer season. 

On the whole, although problems of quality of the ground water are important 
and may become critical in the future, the quantitative problems are much more 
important and at present form the chief reason for concern over the ground- 


water supplies of the area. 
UTILIZATION OF GROUND WATER 
INTRODUCTION 


Ground water has always been one of the most important natural resources 
of the Indianapolis area—perhaps the most important. It seems probable that, 
without the supplies of ground water that have been available throughout the 
area, the city could hardly have attained its present size and industrial develop- 
ment without much more extensive development of surface-water supplies than 
has been necessary so far. 

‘The public-water supply of Indianapolis was derived entirely from ground- 
water sources until 1904, and it has been partially derived from ground-water 
sources since that time. The public water-supply system is described elsewhere. 
Until the first public water-supply system was installed, in 1871, practically the 
entire population of the city depended on wells for domestic water supply, and 
even now a considerable proportion of the population of the area depends on 
private wells for domestic supply. It is reported that at one time there were 
more than 25,000 private wells in the city (3, p. 180). Although it is probable 
that most of these have been abandoned, many are still in use, even in parts of 
the city served by mains of the public-water supply, and many hundreds of 
private wells are in use in parts of the area beyond the public-supply mains. In 
recent years hundreds of suburban homes have been built beyond the mains, 
and construction of this kind will doubtless be resumed on a large scale after 
the war Practically all these homes are supplied by individual wells. 

Considerable quantities of water are pumped at greenhouses and truck gardens 
in the Indianapolis area. As indicated previously, there are about 300 truck- 
farming establishments in Marion County, about 100 with greenhouses. Prac- 
tically all these establishments obtain their water supplies from wells, and the 
aggregate pumpage is considerable. 

Ground water has been extensively used for industrial purposes in the area 
since its industrial development began. Already firmly established before the 
public water-supply system was installed, the use of ground water for industrial 
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purposes hus kept pace with the development of the public water supply, and 
during the last few years more water has been pumped from private wells for 
industrial and other purposes than has been produced by the Indianapolis Water 
Co. from both surface-water and ground-water sources for the public supply. 

With few exceptions, the users of ground water in the Indianapolis area do 
not keep records of the quantities of water pumped from their wells. It is this 
factor more than any other that makes it difficult to carry on a quantiative 
investigation of the ground-water resources of the area. Because it is essential 
to draw quantitative conclusions concerning the ground-water resources, it is 
necessary to estimate as closely as possible the quantities of water pumped from 
wells in different parts of the area. For industrial pumpage this is generally 
done by obtaining from the operators of the wells statements as to the capacities 
of the wells and pumps and the average hours of pumpage. Because the operators 
of wells frequently overestimate the capacities of the wells and pumps, all such 
estimates have been reviewed critically, with the result that most of them have 
been substantially reduced. 

It is obvious that changes in industrial production will be reflected in the 
quantities of water pumped from industrial wells. Industrial production in 
Indianapolis has increased greatly during the present investigation, resulting in 
increased demands for ground water. In some parts of the area the ground- 
water supplies have not been adequate to meet the increased demands, and the 
capacities of individual wells have decreased. In the area as a whole, however, 
the pumpage of ground water increased steadily during the investigation until 
1942, when it decreased somewhat. Lack of time available for the investigation 
has made it impossible to keep in touch with the hundreds of individual in- 
dustrial users of ground water in the area to obtain up-to-date estimates of 
pumpage, but estimates obtained in 1938 and later years have been revised as 
carefully as possible to show the effect of the increased industrial activity, and 
up-to-date estimates have been obtained from the larger users of ground water 
in the area. 

In addition to the effect of industrial factors, changes in the weather have 
an important effect on the pumpage of ground water in the area. As indicated 
previously, a large part of the ground water pumped for industrial purposes is 
used for cooling and condensing, and during periods of hot weather the pumpage 
for these purposes is greater than during periods of cool weather. Another 
important consideration in this regard is the fact that during periods of drought 
the flow of the streams in the area is greatly reduced, and, at some places large 
quantities of ground water are used during such periods for cooling and con- 
densing, in place of water that is normally obtained from the streams. Periods 
of drought also result in an increase in the quantities of water pumped from 
wells for sprinkling lawns and truck gardens. 


THE PUBLIC WATER-SUPPLY SYSTEM OF INDIANAPOLIS 


The public water supply of Indianapolis was derived entirely from ground- 
water sources until the latter part of 1904. The first public water-supply system, 
operated by the Waterworks Co. of Indianapolis, was placed in service in 1871.’ 
but the public did not take advantage of the service, and in 1880, when the 
population of the city was about 75,000, there were only 1,300 connections for 
water service. The Watetrworks Co. failed and was sold in 1881 to the newly 
formed Indianapolis Water Co. Water was obtained from wells at the Wash- 
ington station, at the east side of White River just south of Washington Street, 
and from an infiltration gallery near Speedway Avenue, the nucleus of the 
Riverside Station. These wells and the gallery have since been abandoned. By 
IS88 the Washington Station had a pumping capacity of 22 million gallons a day, 
and in 1889 a pumping station with a capacity of 12 million gallons a day was 
built at Riverside. A number of wells pentrating limestone were drilled at the 
Riverside Station in 1896, and a number have been added since. There are now 
41 wells at this station equipped with pumps, and the wells have a total ea- 
pacity of about 14 million gallons a day. The wells range in depth from 160 
to 416 feet. 

In 1902 a slow sand filter plant, known as the White River filter plant, was 
started north of 16th Street, and 6 filters were built, with a total capacity of 
36 million gallons a day. This plant went into service during the latter part of 
1904. Rapid sand filters with a capacity of 12 million gallons a day were in- 
stalled at this plant in 1925. Since the filter plant went into service the bulk 
of the water produced by the Indianapolis Water Co. has been derived from 
the West Fork of White River, through a canal that leads from the river at the 





® Water Service, pamphlet issued by Indianapolis Water Co., 46 pp., circa 1933. 
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Broad Ripple Dam, passes the White River filter plant, and discharges back 
into the river at the Washington station. Water for the White River filter 
plant is taken from the canal near 20th Street. 

In 1914 a pumping station was installed at Keystone Avenue and Fall Creek, 
and is known as the Fall Creek pumping station. This station has 16 wells pene- 
trating limestone that are equipped with pumps, with a total capacity of about 
5 million gallons a day. The wells range in depth from 320 to 390 feet. In 1941 
a rapid sand-filter plant with a capacity of 16 million gallons a day was com- 
pleted at this station. Provision has been made for doubling this capacity if 
necessary. Water for the filter plant will be obtained from Fall Creek. A 
dam on Fall Creek near Oaklandon that is scheduled for completion about the 
end of 1942 will impound about 21,000 acre-feet of water, which will be released 
as needed to maintain the flow of the stream at the Fall Creek station. 

In 1985 three gravel wall wells were installed at the White River filter plant, 
and in 1941 3 similar wells were added. The 6 wells have a total capacity of 
about 18 million gallons a day. 

There are 5 wells penetrating limestock at the Broad Ripple pumping station, 
ranging in depth from 103 to 322 feet. Only one of the wells is equipped with a 
pump. This well is 103 feet deep and has a capacity of about 1 million gallons 
a day but has not been used much during the last few years. 


PUMPAGE OF GROUND WATER IN THE INDIANAPOLIS AREA 


On the basis of the few available records and estimates made as carefully as 
possible, the quantities of water pumped from wells for different purposes in the 
Indianapolis area are given in the following paragraphs. 

Pumpage by the Indianapolis Water Co.—Data on the total pumpage for pub- 
lic supply are available as far back as 1884. Before 1884 and during the period 
1884-1904 all water pumped for the public supply was obtained from ground- 
water sources. Since about the end of 1904 the bulk of the water pumped has 
been obtained from the West Fork of White River. No data are available for 
the period 1905-13, inclusive, as to the relative quantities of ground and surface 
water pumped, but judging from the data for 1915 and the succeeding years the 
proportion of the public water supply derived from surface-water sources during 
the period 1905-13 probably averaged 75 to 80 percent. The data are given in 
the following table: 
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Pumpage by the Indianapolis Water Co., 1884-1942 


{Millions of gallons a day} 








Pumpage ! Pumpage ! 
Year , Total Year Total 
Ground | Surface Ground | Surface 
water ? water water ? water 
1884 4.1 0 4.1 1914 
1885 4.3 0 4.3 1915 
1886 5.0 0 5.0 1916 
1887 5.0 0 5.0 1917 
1888 5.5 0 5.5 1918 
1889 5.0 0 5.0 1919 4 } 
1890 7.4 0 7.4 1920 >. 06 24. 70 ‘0. 66 
1891 7.6 0 7.6 1921 4. 4€ 24. 5] 28. 97 
1892 » 8.3 0 8.3 1922 4.94 26. 36 81. 30 
1893 7.7 0 te 1923 7. Of 25. 28 32.34 
1894____ 8.3 0 8.3 1924 6. 36 26. 42 . 78 
1895_. 9.1 0 9.1 1925 8.25 25. 26 . 51 
1896 7 9.8 0 9.8 1926 7.17 27. 07 4.24 
RIT enen 10.5 0 10.5 1927 11.30 23. 53 4.83 
1898. 13.5 0 13.5 1928 13. 79 19. 93 33. 72 
1899 13.5 0 13.5 1929 11. 51 22. 85 34. 36 
1900... 13.5 0 13.5 193)_.. 10. 53 24.15 4. 68 
1901 15.4 0 15.4 1931... ane 9.47 23. 00 32. 47 
1902 15.7 0 15.7 1932__. 5. 82 22. 26 28. 08 
1903 16.2 0 16. 2 1933... 6. 82 19. 6 6. 47 
1904 318.4 0 18.4 1934 4. 39 23. 66 28. 05 
1905. 18.1 0 18.1 193 : 1.22 25. 39 26. 61 
1906 . ? 17.9 0 17.9 1933... 3.04 28. 0H 31.10 
1907 17.3 0 17.3 1937... 1. 22 28. 35 29. 57 
1908 17.4 0 17.4 1933_... 1.07 27. 85 28. 92 
1909 18.4 0 18.4 1939 1.37 OR RA 30. 23 
1910 19.4 0 19.4 1940 4.59 28.09 32. 68 
1911 20. 2 0 20. 2 Feedenoawe ‘ 4.84 $1. 04 36. 78 
1912 20. 7 0 20. 7 1942 4 i 2.5 36. 5 39.0 
1913 21.6 0 21.6 


1 Figures for ground water for the period 1884-194, inclusive, for total pumpage for the period 1905-13 
inclusive, and for surface water and total production for the period 1924-28, inclusive, are for water pumped 
into the mains. The actual production was higher by a variable but small percentage 

2 From 1871 to about 1896 the public supply was obtained from wells and infiltration galleries in sand and 
gravel. From 1896 to the end of 1936 all, or practically all, ground water pumped for public supply was 
obtained from wells in limestone During the period 1937-42, inclusive, the quantities of water pumped 
from gravel and from limestone were as shown in the following tabl 


, in millions of gallons a day 


Year Gravel Lime- Total Year Gravel Lime- Total 

stone stone 
1937 55 6 1.22 1940 2. 70 1.89 4.59 
1938 sO) 1. 07 1941 1.2 3. 63 4.54 
1939 63 1. 37 1942 (estimated 2. 2 ) 2. 50 





$ Includes an unknown but relatively small quantity of surface water produced during the latter part of 
1904, following completion of the first filters at the White River filter plant 
* Estimated on the basis of data complete to the end of October 1942 
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Pumpage from private domestic wells.—No completely satisfactory basis is 
available for estimating the quantities of water pumped from private wells for 
domestic water supply in the area, but the available information indicates that 
during normal years this pumpage averages not less than 2 million gallons a day. 
It is doubtless somewhat larger at present because of the influx of industrial 
workers that has raised the population of the area well above the level of 1940. 
The pumpage also probably increases considerably during dry periods as a result 
of lawn sprinkling, and it is possible that on some days during periods of dry 
weather the pumpage from private domestic wells in the area may aggregate 
5 million gallons, or even more. Most of the wells penetrate sand and gravel, 
but there are probably several hundred domestic wells in limestone in the area. 

Pumpage at truck farms.—On the basis of the small amount of available infor- 
mation it appears that the aggregate pumpage from wells at truck-farming estab- 
lishments in Marion County probably averages about 5 million gallons a day 
during a year of normal rainfall. Most of the wells obtain their supplies from 
sand and gravel. Inasmuch as the bulk of this water is pumped during the 
growing season, the average daily pumpage during this season may be in the 
neighborhood of 7 million or 8 million gallons. During dry years, such as 1940 and 
1941, the pumpage probably increases substantially, perhaps to an average for the 
whole year of 6 million or 7 million gallons a day. During such years the average 
daily pumpage during the growing season may be in the neighborhood of 10 mil- 
lion gallons, and on certain hot dry days the aggregate pumpage from wells at 
truck farms in the county may be as much as 15 million gallons. 

Most of the truck farms are situated in the south-central part of the county, 
but within this area the pumpage is well distributed and is not concentrated into 
small subareas like the industrial pumpage in Indianapolis. Nevertheless, the 
pumpage at truck farms constitutes an important part of the total pumpage in 
the Indianapolis area. It is somewhat arbitrarily assumed that about two-thirds 
of the truck farms in Marion County are close enough to Indianapolis to be 
included in the Indianapolis area, whereas the remaining one-third of the farms, 
especially those at the extreme south edge of the county, are considered to be so 
far from Indianapolis that the pumpage of ground water from their wells prob- 
ably bears little or no relation to ground water problems in the Indianapolis area. 

Pumpage from wells of industrial and commercial establishments.—The pump- 
age from wells at industrial, commercial, and certain other establishments in the 
Indianapolis area during the period 1938-42, based on the best available esti- 
mates, is shown in the table below. The figures in the table include estimated 
pumpage for public supply at Speedway City, Lawrence, and Virginia Highlands, 
pumpage at Fort Benjamin Harrison, pumpage at State and county institutions, 
and pumpage at two municipal establishments, the Indianapolis sanitation plant 
and the Citizens Gas & Coke utility, but do not include pumpage from wells of 
the Indianapolis Water Co., given previously, or pumpage from wells at private 
homes or truck gardens, estimated previously. 


Estimated pumpage from industrial, commercial, and certain other wells in the 
Indianapolis area, 1938-42, in millions of gallons a day 


Pumpage from wells in sand Pumpage from wells in Total 

l Winter Year Su er W Y 1 r W int Year 
1938 24.8 l l 18.4 19 12.9 l ) 43.8 On 33.3 
l 16 18.8 19 l l 29.8 1,2 
1940 97.4 we 4 21.5 9 14 - QJ 
41 ss Is l l¢ 1 8 $4 39.4 
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Total pumpage of ground water.—The estimated total pumpage of ground water 
in the Indianapolis area, based on the figures given in the preceding paragraphs, 
is summarized in the following table, in millions of gallons a day: 


Type of wells 1938 1939 1940 1941 1942 
Public supply - 11.07 | 11.37 | 14.59 | 14.84 22.5 
Private domestic 2.00; 2.00! 2.50) 3.00 3.0 
Truck farm 3.30 3. 30 4.00 4.70 3.3 
Industrial, air conditioning, et« 33. 30 34. 20 38. 10 39. 40 38.3 
Total : 39.67 | 40.87 | 49.19 | 51.94 | 47.1 


! From records of the Indianapolis Water Co. 
2 Based on records complete to the end of October 1942 


Large quantities of water, along with sand and gravel, are pumped from 
several gravel pits in the Indianapolis area. Most of this water is returned to 
the pits and again finds its way to the water table, but a part of it evaporates 
or seeps to nearby streams or ditches and is thus lost. However, the aggregate 
quantity of ground water disposed of in this way is probably not very large in 
comparison to the quantities pumped from wells, and most of the gravel pits 
are situated in parts of the area where the ground-water supplies have not been 
developed as heavily as in some other parts of the area. 

The estimates of the industrial and commercial pumpage of ground water 
have been made with care and are believed to be reasonably accurate. How- 
ever, it must be kept in mind that records not based on calibrated meters are 
subject to considerable errors, and when the actual pumpage is not known there 
is always a tendency ot overestimate the yields of wells and the duration of 
pumping. For this reason the estimates were purposely kept conservative. Also, 
it is believed that there are a few wells of fairly large capacity in the area 
concerning which no information was obtained and whose pumpage it was there- 
fore not possible to estimate. The pumpage from such wells would tend to bal- 
ance any overestimates that may have been made. 

Estimated future pumpage.—The pumpage of ground water in the Indianapolis 
area was substantially less in 1942 than in 1941, principally as the result of the 
above-normal precipitation of 1942. In 1948 the pumpage is likely to again 
increase, perhaps to a level as high as that of 1941, even if precipitation is normal. 
A number of industrial plants are scheduled to begin operations early in 1943, 
and the resulting increased demand on the ground-water supplies may be as 
much as 5 to 10 million gallons a day. Fortunately, the new plants are in parts 
of the area in which the ground-water supplies have not as yet been heavily 
overdeveloped. 


DEPLETION OF THE GROUND-WATER SUPPLY 
INTRODUCTION 


Indianapolis has long been known as a city Where abundant supplies of ground 
water could be obtained in many places. However, the droughts of recent years 
and the increasingly heavy pumpage of ground water have combined to lower 
the ground-water levels and reduce the yields of wells in most parts of the area, 
though in varying degrees in different places. This depletion of the ground 
water supply has forced the abandonment of the old and widespread idea that 
the supplies of ground-water in this and similar areas are inexhaustible. In- 
stead, the principle is now recognized that for any given area there is a certain 
quantity of water that can be pumped from wells on a perennial basis without 
depleting the supply to such an extent that pumpage at this rate is no longer 
economically feasible. This rate of pumpage is known as the safe yield of the 
water-bearing formations in the area. It is the purpose of the present report to 
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indicate as closely as possible on the basis of the available data the safe yield 
of the water-bearing formations in the Indianapolis area, and to point out both 
certain parts of the area where the present pumpage is excessive and should 
be reduced, and parts of the area where further development of the ground- 
water supplies is feasible. 


QUANTITIES OF WATER PUMPED FROM WELLS IN THE AREA SINCE PUMPING BEGAN, 
AND LOSS IN STORAGE 


Inasmuch as the detailed data obtained since 19388 in the course of the in- 
vestigation are sufficient only for tentative estimates of the pumpage from 
wells during this period, it is hardly possible to make more than a rough 
estimate of the total quantity of water that has been pumped from wells in the 
Indianapolis area since pumping began. However, on the basis of the best 
available information it is believed that this quantity is between 400 billion and 
500 billion gallons. Of this quantity probably about 97 percent has been derived 
from recharge, and the remaining 3 percent has been derived from storage in the 
glacial deposits as the ground-water levels have declined with the development 
of the large cone of depression in the water table. In a large part of the 
area the water in the limestone is confined under pressure by the overlaying 
drift, and stands in wells above the top of the limestone. The piezometric sur- 
face of the limestone, which is the imaginary surface indicating the height to 
which the water will rise in tightly cased wells, has of course declined just as 
has the water table in the glacial deposits, but it has declined below the top of 
the limestone only in the vicinity of a few heavily pumped wells, and the result- 
ing loss in storage in the limestone is therefore insignificant when compared 
with that in the glacial deposits. 

The statement that about 3 percent of the total quantity of water that has 
been pumped has been derived from storage is tentative, and is based on 
estimates of the total pumpage, the lowering of the ground-water levels in 
different parts of the area, and the specific yield * of the water-bearing materials. 
Owing to the lack of data, these estimates may be subject to considerable 
revision. It is estimated that since the beginning of pumping in the Indianapolis 
area about 25 billion cubic feet of water-bearing material with an average 
specific yield of about 7 percent has been unwatered. About 5 billion cubic 
feet of the material that has been unwatered consists of glacial outwash sands 
and gravels having a fairly high specific yield, estimated to be about 17 percent. 
The remainder of the material that has been unwatered consists of glacial 
drift that is made up only in part of sand and gravel, and it is estimated that 
the average specific yield of this material is only about 5 percent. 

Although, as indicated above, the loss in storage in the glacial deposits 
represents only about 3 percent of the total volume of water that has been 
pumped from wells in the area, on an absolute basis the loss in storage is 
large, and it is of course most pronounced in the most heavily pumped areas 
where declines in water level have been most serious in recent years. In the 
downtown district of Indianapolis, where there are numerous air-conditioning 
wells penetrating sand and gravel, the static water level in the gravel declined 
to a depth of about 70 feet below the surface during the summer of 1941. 
Inasmuch as none of the air-conditioning wells is deeper than about 110 feet 
and some are only about 95 feet deep, and inasmuch as when the wells are being 
pumped the water levels are drawn down as much as 20 to 30 feet below the 
static water levels, it can be seen that the pumping water levels were not far 
above the bottoms of some of the wells during the summer of 1941. The lime- 
stone in the downtown district is not very permeable, and most of the limestone 
wells that were formerly in use in this district for building supplies have been 
abandoned. It is thus probable that the water now pumped from wells in gravel 
could be only partly replaced by water from wells in limestone if the gravels 
become so badly depleted that many of the wells in gravel can no longer be used. 


1 The specific yield of a water-bearing material is the ratio of (1) the volume of water 
which, after being saturated, it will yield by gravity to (2) its own volume. 
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DECLINES IN GROUND-WATER LEVELS IN THE INDIANAPOLIS AREA 


In a quantitative investigation of the ground-water resources of an area 
two of the most important classes of information that must be obtained are 
those involving the quantities of water pumped from wells and the fluctuations 
of water levels in wells caused by pumping. In the course of the present in- 
vestigation as much information as possible has been obtained on both subjects. 
The pumpage data have been given previously, and in the accompanying figures 
3, 4, and 5 hydrographs of certain observation wells are presented. These 
figures contain hydrographs of most of the wells in the area in which periodic 
measurements of water level are made. Measurements have been made one 
or more times in numerous additional wells. 

Observation wells.—The wells whose hydrographs are given in figures 3, 4, 
and 5 are as follows: 

Well 1: Motor well 15 of the Indianapolis Water Co., at 18th and Harding 
Streets. Drilled public-supply well, diameter 10 inches, depth 351 feet. Cased 
84 feet to limestone. Measuring point, zero of gage, 5.28 feet below top of 
casing, 16 feet below land surface and 683 feet above Indianapolis datum 
(685.10 feet above mean sea level). Water level affected by pumping from 
nearby public-supply wells penetrating both limestone and sand and gravel. 

Well 2: In basement of Security Trust Bank Building, 130 East Washington 
Street. Unused drilled well, equipped with autematic water-stage recorder 
since December 1939. Diameter 8 inches, depth 106 feet. Penetrates sand 
and gravel. Measuring point, flange at top of casing, 24 feet below land sur- 
face and 690.37 feet above mean sea level. Water level affected by pumping 
from numerous wells penetrating sand and gravel in the downtown district, 
used for air conditioning and other purposes. 

Well 3: In north room of Emmerich Manual Training High School, 501 South 
Meridian Street. Unused drilled well, diameter 6 inches, depth approximately 
200 feet. Cased 65-70 feet to limestone. Measuring point, top of discharge 
pine, flush with land surface and 704.93 feet above mean sea level. Water level 
affected by pumping from numerous wells penetrating limestone in the indus- 
trial district, especially by wells of Eli Lilly & Co., and possibly to some extent 
by wells in sand and gravel in the vicinity. 

Well 6: Polar Tee & Fuel Co., at west side of artificial plant, 316 West Ohio 
Street. Drilled well, diameter 10 inches, depth 373 feet. Cased to limestone. 
Measuring point, top of casing, about 0.5 feet below the land surface and 
709.89 feet above mean sea level. Well equipped with 60-gallon a minute pump 
about July 1, 1942, and measurements discontinued. Well equipped with 350- 
gallon a minute pumn about February 18, 1942, aud since that time has been 
the principal source of condensing water for the artificial plant of the Polar Ice & 
Fuel Co. Water level affected by pumping from numerous wells in both sand and 
gravel and in limestone in the vicinity, including a gravel well less than 100 
feet to the north that was used from 1985 to February 1942 as the principal source 
of condensine water of the artificial plant. 

Well 8: Pennsylvania Railroad, at west side of abandoned Beville Street 
vards, 500 feet south of Hast Washington Street (2000 block). Unused drilled 
well, diameter 10 inches, depth 347 feet. Cased 103 feet to limestone. Measuring 
point, top of well cap, 1.3 feet above land surface and 755.99 feet above mean 
sea level. Casing removed and measurements discontinued after November 21, 
1942. Water level affected by pumping from industrial wells penetrating lime 
stone in the eastern part of the city. 

Well 9: Former American Brewery, at west side of building, 333 West Ohio 
Street, about 250 feet south of well 6. Unused drilled well, diameter 8 inches, 
depth 225 feet. Cased to limestone. Measuring point, top of well cap, about 
0.5 feet above land surface and 710.55 feet above mean sea level. Water level 
affected by the same conditions affecting well 6, including pumping from well 6 
itself since July 1941. 

Well 10: United States Federal Building, in basement of building, about 195 
feet west of Pennsylvania Street curb and 210 feet north of Ohio Street curb. 
Unused drilled well, diameter 8 inches, depth 304 or 314 feet. Cased to lime- 
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stone. Measuring point, top of discharge pipe, about 10 feet below land surface 
and 707.51 feet above mean sea level. Water level affected by pumping from 
wells penetrating limestone in the downtown district, and probably to some 
extent by pumping from the numerous wells in gravel in the vicinity. 

Well 13: Indianapolis sanitation plant. “East” observation well, about 500 
feet east of powerhouse. Driven observation well, diameter 8 inches, depth about 
ll feet. VPenetrates sand and gravel. Measuring point, top of casing, about 5 
feet above land surface and 673.40 feet above mean sea level. 

Well 14: Indianapolis sanitation plant. ‘“Resettler”’ observation well, about 
40 feet southeast of powerhouse, at southeast edge of resettler tank. Driven 
observation well, diameter 2 inches, depth 23 feet. Penetrates sand and gravel. 
Measuring point, top of casing, flush with land surface and 685.68 feet above 
mean sea level. 

Well 15: “No. 2 driven well,” about 550 feet north of powerhouse and 64 feet 
northeast of supply well 6. Driven observation well, diameter 2 inches, depth 
28 feet. Penetrates sand and gravel. Measuring point, top of casing, about 1 
foot above land surface and 688.09 feet above mean sea level. 

The water levels in wells 13, 14, and 15 are affected by pumping from wells 
and a gravel pit that furnishes the water supply for the Indianapolis sanitation 
plant Being shallow, the observation wells also respond quickly to changes 
in the amount and distribution of precipitation. 

Daily measurements are made in well 1 by personnel of the Indianapolis Water 
Co. As indicated above, well 2 is equipped with an automatic recorder, the 
charts for which are changed weekly. Measurements in wells 3, 4, 9, and 10, 
and in wells 6 and 8 until discontinued, have been made by personnel of the 
State and Federal Geological Surveys. Measurements in wells 13 and 14, and 
in well 15 when possible, are made by personnel of the Indianapolis sanitation 
plant 

Votes on fluctuations of water levels in the observation wells.—Certain features 
of the hydrographs shown in figures 3, 4, and 5 should be pointed out in order 
to facilitate their interpretation. 

Fluctuations in water level in well 1 are principally related to the pumpage 
from nearby wells in limestone in the Riverside field and from wells in gravel 
at the White River filter plant. The water level is strongly affected by pumping 
from the wells in limestone and less strongly affected by pumping from the wells 
in gravel, but in this area the gravels and limestone may be thought of as con 
stituting essentially a single ground-water reservoir. In 1936, 1940, and 1941 the 
total pumpage from the reservoir through the public-supply wells was relatively 
large, and most of the water was pumped from the limestone wells. The water 
level in well 1 therefore trended relatively low. In 1937, 1938, and 1939 the pump- 
age from the public-supply wells was relatively light, and the water level in well 1 
was relatively high. In 1942 the pumpage from the wells in limestone was 
small, which tended to promote a high water level in well 1, but the pumpage 
from the wells in gravel was greater than during any preceding year, which 
tended to promote a low water level in well 1. Thus during 1942 the water 
level in well 1 trended higher than in 19386, 1940, and 1941 but lower than in 
1987, 1988, and 1939. It should also be pointed out that the pumpage has gen 
erally been relatively low in years of normal or excessive precipation and rela 
tively high in dry years, and the effects of the fluctuations in precipation have 
doubtless intensified the effects of the fluctuations in pumpage. 

With regard to wells 2 and 3, it should be pointed out that the net recovery in 
water level in 1942 in well 3 was considerably greater than that in well 2, 
This is probably due to the fact that in 1942 much less water was pumped from 
wells of Eli Lilly & Co. than in 1941. Pumpage from these wells is believed to 
he the principal factor affecting the water level in well 3. As far as can be deter- 
mined, the pumpage from wells in the vicinity of well 2 in 1942 was about the 
same as in 1941. 

The abrupt declines in water level in well 6 were caused by operation of the 
nearby well in gravel at the artificial plant of the Polar Ice & Fuel Co. The 
trends from year to year are simiar to those in the other observation wells. 
Fluctuations in well 9 are closely related to those in well 6, as the wells are only 
about 250 feet apart. The large decline in water level in well 9 in February 1942 
was caused by pumping from well 6 at a rate of about 350 gallons a minute. 
\ smaller pump was operated in well 6 for a time during the summer of 1941, 
pumping about 60 gallons a minute. The drawdown in well 6 at this rate was 
less than 2 feet, and the effect on the water level in well 9 was still less. 
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Vith regard to well 8, it has rot been possible to determine the causes of the 
abrupt fluctuations in water level in 1939, but they are doubtless related to 
increases in the rate of pumping from wells in limestone in the surrounding 
area. It seems probable that the decline beginning in June 1940 is due largely 
to the pumping of wells in limestone drilled at about that time at an industrial 
plant about 3,500 feet to the east. 

Fluctuations in water level in well 10 are similar to those in well 2, and are 
largely related to pumping from wells in limestone for refrigeration, air con- 
ditioning, and other purposes. 

The fluctuations in wells 13, 14, and 15 are related both to changes in pump- 
ing at the Indianapolis sanitation plant and to fluctuation in the amount and 
distribution of precipitation. Statements concerning the effects of drought on 
the water levels in these wells are difficult to make because of lack of informa- 
tion concerning changes in the rate of pumping. The records are of great value, 
however, in view of the fact that they cover a longer period than any other 
available records of periodic measurements of ground-water levels in the Indian- 
apolis area. 

During the investigation made by the United States Geological Survey in 1907 
data on water levels were obtained for a number of the wells that were visited. 
Some of these wells have been revisited during the present investigation to obtain 
up-to-date information on the water levels. The comparisons obtained are quite 
valuable in showing net changes in water levels since 1907, but it is unfortunate 
that data are not available for these wells for the period between 1907 and the 
time of the present investigation. 

As is to be expected, most of the old wells that have been revisited show net 
declines in water level since 1907, but a few show net rises. In 11 wells in lime- 
stone, mostly outside the downtown district, the declines in water level from 
1907 to 1940 ranged from less than 1 foot to about 35 feet and averaged about 
15 feet. Two wells in limestone showed net rises in water level from 1907 to 
1940. These two wells are situated in parts of the city where pumpage from 
limestone was greater in 1907 than at present. One of them is in the downtown 
district, where the pumpage from limestone has decreased with the increase in 
pumpage from sand and gravel. 

In 1 well in gravel in the north-central part of the city the water level in 1941 

vas 9 feet lower than in 1907 and 22 feet lower than at the time the well was 
drilled, prior to 1900. In another well in gravel, in the southern part of the city, 
the water level in 1940 was about the same as in 1907. 

According to these and the other available data, the decline in water levels 
that has accompanied the development of the ground-water resources of the 
Indianapolis area has ranged in different parts of the area from a few feet to 
more than 50 feet. The largest declines have occurred in the downtown district, 
where during the summer of 1941 the water levels in wells in both gravel and 
limestone were more than 50 feet lower than the reported original levels. 
Declines nearly as large have occurred in parts of the industrial districts south, 
southeast, east, and northeast of the downtown district, where the water-bearing 
formations are in general not as permeable as in the downtown district. There 
have also been serious declines in the vicinity of Speedway City. 

Moderate declines have occurred in the areas near the White River and in 
the area between the White River and Eagle Creek in the western part of the 
city. In the areas near the White River and Fall Creek in the northwestern 
and north-central parts of the city and in the area near the White River in the 
southwestern part of the city, the declines in water level have been relatively 
small in spite of the heavy pumping in parts of these areas, owing to the rela- 
tively high degree of permeability of the water-bearing formations. Declines 
have also been small in the outlying parts of the area in which there has not 
been much pumping. 

Figures 6 and 7 show the ground-water conditions in the area in a general 
way. The significance of the numbered areas on the maps is explained below. 
The positions of the boundaries of the areas shown on the maps are only approxi- 
mate, both because of lack of sufficient data to locate them more accurately and 
because the areas are subject to changes with changes in the pumpage. 


EXPLANATION OF FIGURE 6 


1. Moderate to large supplies from sand and gravel; overdeveloped. 

2. Moderate to large supplies from sand and gravel; fully developed. 

3. Moderate to large supplies from sand and gravel; capable of limited further 
development 
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4. Moderate to large supplies from sand and gravel; capable of considerable 
further development. 

5. Moderate supplies from sand and gravel; overdeveloped. 

6. Moderate supplies from sand and gravel; fully developed in most places. 

7. Moderate supplies from sand and gravel; capable of some further develop- 
ment. 

8. Small to moderate supplies from sand and gravel; fully developed in most 
parts of the area. 

9. Small to moderate supplies from sand and gravel; capable of further devel- 
opment on a small scale. 





MAP OF MARION COUNTY, INDIANA, SHOWING GROUND-WATER CONDITIONS IN THE 
GLACIAL DEPOSITS. SEE TEXT FOR EXPLANATION 


FIG. 6 


10. Small supplies from sand and gravel; generally adequate for domestic 
or small truck-farm supplies only. 

11. Small to meager supplies from sand and gravel; locally necessary to 
drill to limestone for domestic supplies. 


EXPLANATION OF FIGURE 7 


1. Small to meager supplies from limestone beneath black shale; locally over- 
developed. Ground-water conditions in the limestone, with respect to both 
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MAP OF MARION COUNTY, INDIANA, SHOWING GROUND-WATER CONDITIONS IN THE 
BEDROCK FORMATION SEE TEXT FOR EXPLANATION 


FIG. 7 


quantity and quality, become less favorable with increasing distance westward 
from boundary between shale and limestone. There are a few scattered wells 
of moderate to large yield within about 2 miles of the boundary. 

2. Moderate to large supplies from limestone beneath glacial drift; over- 
developed. 

3. Moderate to large supplies from limestone beneath glacial drift ; fully devel- 
oped in most places. 

1. Moderate to large supplies from limestone beneath glacial drift; capable 
of some further development. Supplies locally meager. 

5. Small to moderate supplies from limestone beneath glacial drift; generally 
capable of further development for domestic or small industrial supplies only ; 
locally overdeveloped. 

Causes of declines in ground-water levels.—The extent of the decline in ground- 
water levels in different parts of the area depends on the quantities of water 
pumped. from wells, the permeability of the water-bearing formations, and the 
amount and distribution of recharge. A part of the decline in the area has 
resulted from draining of -the land by sewers, tiles, and similar structures, but 
in the heavily pumped districts the decline due to pumping has been the major 
factor involved in the depletion of the ground-water supplies. 





5 
? 
‘ 


ores 


gi SELENE OR ABE SS RE 


arom at 


ed 


5 
: 
é 
é 





COMMUNITY FACILITIES—LAWRENCE, IND. 165 


Declines in the water levels in wells as a result of pumping are inevitable 
because the water level in a pumping well must decline in order to induce water 
to move toward the well from the surrounding area to replace the water being 
pumped. The same principle applies to groups of wells and to areas such as 
; the Indianapolis area where many wells are in use; the ground-water levels 
must fall in the heavily pumped areas in order to induce water from surrounding 
areas to move toward the pumped wells in an amount equivalent to that being 
removed through the wells. A progressive decline in water levels with increasing 
¥ pumpage is to be expected and does not necessarily indicate overdevelopment 

of the supply until the declines have progressed to such an extent that the 
pumping lift becomes excessive or the shallower wells go dry. 

During the development of the cone of depression caused by pumping there is 
; loss of water from storage with an accompanying decline in the water level. 
\ Because of the lag in the development of a state of equilibrium, it is possible 
to exceed the safe yield of the formation for a considerable time without realiz- 
ing it, and by the time a state of equilibrium is approached the water levels 
may have declined so low as to necessitate the abandonment of many wells. Such 
overdevelopment of the water supply of the sands and gravels has occurred in 
the downtown district of Indianapolis. The pumpage from sand and gravel in the 
downtown district has been largely on a seasonal basis, and if it were not for 
the partial recharge of the supply during the winter season, when many of 
the wells are shut down, the overdevelopment would have taken place much more 
quickly. At present the water pumped in the downtown district, most of which 
must travel considerable distances from the areas of recharge, is derived during 
each summer largely from storage that has accumulated during the preceding 
winter. This is shown by the hydrograph of well 2. It should be noted that 
in all the years except 1942 the recharge during the winter was insufficient to 
replace all the water pumped during the preceding summer, resulting in a net 
decline in water level each year. During the winter of 1941-42 the recharg 
was probably somewhat above normal, and there was some recovery in the 
water level. However, during the spring of 1942 the highest stage reached in 

well 2 was still considerably lower than those of the years preceding 1941. 

In areas where the ground-water supplies are carried under artesian pres- 
sure in formations whose recharge areas are situated many miles distant, as in 
many places in the Atlantic and Gulf Coastal Plains, the effects of fluctuations 
in precipitation and in recharge tend to become equalized and are less and less 
apparent as the distance from the recharge areas increases. In areas at consid 
erable distances from the recharge areas these effects may be scarcely perceptible 
at all, and changes in the rate of movement of water through the aquifers are 
induced mainly by variations in the rate of discharge at wells or other points 
of discharge. 

It is relatively difficult to determine the safe yield of the waterbearing 
formations of an area when the rate of recharge is variable and has little or 
no relation to the rate of pumping and the decline in the groundwater levels. 
In the Indianapolis area the recharge is relatively local, and changes in the 
rate of recharge caused by fluctuations in the amount and distribution of precipi 
tation tend to make themselves felt quickly. These changes complicate the 
4 process of determining the safe yield of the aquifers, and make it necessary to 
conduct observations over a number of years, including vears of both excessive 
and deficient precipitation, in order to arrive at a reasonable approximation of 
the average safe yield. During periods of drought the safe yield may be much 
less than during periods of normal or excessive precipitation. 

As indicatel previously, the period 1930-41, inclusive, was the driest 12-vear 
period on record in the Indianapolis area. During this period, and especially 
during the last few years, the pumpage of ground water in the area has been 
extremely heavy. Thus both of the factors that determime the extent of depletion 
of the ground-water supplies, namely, the rate of recharge and the rate of 
pumpage, have been such as to promote depletion of the ground-water supplies in 
recent years. 

The most critical year so far was 1941. A decade of prevailingly deficient 
precipitation preceded 1941, and the effect of the deficient precipitation of 1940 
was especially evident at the beginning of 1941. During 1941 the precipitation 
was again deficient by a considerable amount, particularly in the spring, when 
most of the ground-water recharge normally occurs. It is believed that there 
was practically no ground-water recharge in the area during the spring of 1941. 
The effects of the droughts of the preceding years and of the lack of recharge 
during the spring of 1941 combined with the increased rate of pumping of 
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ground water—the highest on record—to produce what were undoubtedly the 
lowest ground-water level that have ever existed in the heavily pumped parts of 
the area. 

During October 1941 heavy rains fell, and most of the rain entered the soil, 
which had become extremely dry, and was largely retained by it. There were 
no large increases in the flow of the streams and not much ground-water recharge 
in the area during the month. However, little additional water was required to 
saturate the soil fully and to start ground-water recharge. That the recharge 
during 1942 was greater than that of 1941 is known by the fact that the low 
flow of the streams, which is derived largely from ground-water discharge, was 
considerably greater in 1942 than in 1941. The increased supplies of water 
in the streams made it possible for some large users of condensing water to use 
surface water in 1942, whereas considerable ground water was used in 1941. 
The quantity of water pumped from wells by the Indianapolis Water Co. was 
also reduced by about 2 million gallons a day. Reduction in pumpage by the 
Indianapolis Water Co. and the Indianapolis Power & Light Co. during 1942 
accounted for a large part of the reduction in the total pumpage of ground water 
in the area from 1941 to 1942. 





LOCATION OF OVERDEVELOPED AREAS 


The small funds available for the present investigation have made it possible 
to assign only one man on a part-time basis to the work, and there has not been 
sufficient time for adequate study of the data that have been obtained. It is 
therefore not possible at present to make specific quantitative recommendations 
concerning the safe yield of the water-bearing formations in the area as a whole 
or in individual parts of the area, but it is evident from the foregoing discussion 
of the ground-water supplies that there has been serious overdevelopment and 
depletion of the ground-water supplies in some parts of the area. Figures 6 and 
7 show the approximate condition of the water supplies in the glacial deposits 
and in the limestones respectively. It is shown in these figures that the water 
supplies in both the glacial deposits and in the limestones have been overdeveloped 
in the central part of the city and fully developed or overdeveloped in certain 
other parts of the area. 


CONSERVATION OF GROUND WATER 


In order to forestall further depletion in the heavily pumped parts of the 
area it will be necessary to use all possible methods of conservation of the water 
supply in these and all other parts of the area, and to develop large additional 
supplies only in parts of the area where the supplies have not yet been seriously 
depleted. 

In spite of the depletion of the ground-water supplies, there is still consider- 
able waste of ground water in the area, and this waste could b2 stopped or greatly 
reduced. The cost of pumping ground water is a comparatively small item in 
the budgets of most of the industrial establishments that have wells, and under 
the circumstances there is always a tendency to waste water to some extent. 
Other means of reducing the industrial and commercial pumpage of ground water 
could be employed, such as reuse for other purposes of water that has been used 
for cooling and condensing. 

Many industrial plants in the area, including some large plants, have water- 
supply systems in which ground water is pumped directly into the supply mains 
instead of being pumped into elevated or pressure-type tanks, and during the 
periods of little or no use the water may run to waste. All systems of this 
type should be operated carefully, in order that the waste may be kept to a mini- 
mum. This can be done by reducing the outlet to as small a size as possible. 
Because reduction of the size of the outlet will result in increased pressure in 
the system if the pump is allowed to operate fully open, the pump should be 
valved down to keep the pressure within safe limits. Naturally, this will mean 
that operating pressures will drop when water is being used, but with careful 
operation and adjustment of valves whenever necessary, considerable quantities 
of ground water can be conserved with little inconvenience. When the necessary 
equipment again becomes available, systems of this kind could be converted to 
elevated-tank or pressure-tank systems with automatic pump controls, so that 
only water that is to serve a useful purpose will be pumped from the wells. 

Considerable quantities of water used for air conditioning can be saved through 
more efficient use of the water. When equipment becomes available, large estab- 
lishments having direct spray-type or coil-type air-conditioning equipment that 
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requires relatively large quantities of ground water could save water by replacing 
these systems by compressor-type systems, which use much less water. 

Establishments that now have large compressor-type units requiring several 
hundred gallons of water a minute could save water by installing evaporative 
condensers or cooling towers and reusing the water as much as possible. This 
also applies to plants using large quantities of water for condensing purposes, 
such as ice plants and powerplants. 

Until equipment becomes available, establishments having air-conditioning 
units should operate these systems as economically as possible, valving down 
the discharge of the wells to the lowest point that will give the desired effect, 
and using the equipment only on hot days and only for the minimum number 
of hours. This, of course, applies especially to those establishments having the 
less efficient units that require relatively large quantities of water for a given 
cooling effect. 

Whenever possible water used for cooling and condensing should be reused 
for other purposes. However, in the Indianapolis area more ground water is 
used for cooling and condensing than for any other purpose—perhaps as much 
or nearly as much as for all other purposes combined, and in many of the estab 
lishments using ground water for cooling and condensing there are no other uses 
to which more than a small part of the water can be put. It is especially de- 
sirable that water-saving equipment be installed eventually at such places. 


ARTIFICIAL RECHARGI 


The subject of artificial recharge of the ground-water supplies in the heavily 
overdeveloped parts of the area should be thoroughly investigated. In heavily 
pumped areas throughout the United States the subject has been receiving 
considerable attention in recent years, and data on the practicability of different 
methods of artificial recharge are accumulating. A memorandum by D. G. 
Thompson of the Federal Geological Survey, dated February 10, 1942, outlines 
the subject of artificial recharge and lists a number of published reports on the 
subject. 

At present artificial recharge by passing water from streams over the surface 
of the ground, in ditches, furrows, or basins, is being practiced on an extensive 
scale in certain areas in the West in which there is heavy pumping from wells 
for irrigation, principally in California. Various methods of artificial recharge 
are in use at a number of additional places in the United States for recharging 
ground-water supplies that are used for public supply and industrial purposes. 

On Long Island, N. Y., it has been required by law since 1935 that ground 
water used for cooling be returned to the ground through recharge wells. It is 
required that the water be passed through a completely closed system, so that 
at no time is there a possibility of pollution of the water through exposure to the 
air. The water that is returned is as much as 20 degrees warmer than when 
pumped from the ground, and in certain localities where the supply and re- 
charge wells are closely spaced there has been some rise in the temperature of 
the ground water. Where wells are not closely spaced there has been as yet no 
serious rise in the temperature of the water. 

In the Indianapolis area artificial recharge has been used at only a few places. 
At a downtown department store some waste water from the air-conditioning 
units was discharged into an abandoned well during the summer of 1937 and part 
of the summer of 1988. The primary object was to dispose of the water, and not 
to recharge the ground-water supplies. The use of the disposal well was 
discontinued in 1938 when it was found that the temperature of the water from 
the main supply well had begun to rise. 

At a large industrial plant in the western part of the area, where the ground- 
water supplies of the glacial deposits have been intensively developed for in- 
dustrial and public-supply purposes, some waste water has been discharged since 
the summer of 1941 into a gravel pit and several wells, and it is probable that 
during the summer and fall of 1941 it would not have been possible to obtain 
sufficient water for the plant if some of the water had not returned to the 
ground. The increased recharge resulting from improved precipitation condi- 
tions in 1942 has restored the ground-water supplies in this part of the area to 
some extent, but the demand for ground water has increased tremendously dur- 
ing the last few years and will continue to increase at least for the duration of 
the war. The water-bearing limestones in this vicinity are not very productive, 
and are already fully developed; thus there is no prospect of relieving the 
demand on the supplies of the glacial deposits by drilling wells into limestone 





168 COMMUNITY FACILITIES—-LAWRENCE, IND. 


At another industrial plant in the western part of the area large quantities of 
waste water that is quite acid is discharged into a pit dug for the purpose into 
the sands and gravels that underlie the surface to a depth of about 50 feet in 
this part of the area. The pit was dug only because it is not possible to dis- 
charge the acid waste into the sanitary and storm sewers, and is therefore 
primarily designed for disposal and not for recharge. Nevertheless, disposal 
of the waste results in some recharge of the ground-water supplies. The water- 
bearing deposits contain a large amount of calcium carbonate, both finely 
divided and in the form of limestone pebbles, and it is probable that the water is 
nearly or completely neutralized within a short distance of the pit. 

There are at present no wells at the plant in question, but it is possible that 
one or more wells may be constructed in the near future. If so, at least part of 
the waste can be recovered, and an additional part may serve as a source of part 
of the water to be pumped from wells at a large plant under construction less 
than a mile to the southeast. 

It is probable that there are only a few places in the Indianapolis area where 
conditions are similar to those at the two places described above, where aban- 
doned gravel pits are available nearby, cr where there is sufficient space to con- 
struct disposal pits and where it is economically feasible to do so. Most of the 
problems of overdevelopment of the ground-water supplies are found in con- 
gested areas, where space for construction of disposal pits of adequate size would 
probably be so costly that it would not be feasible to construct them. It there- 
fore appears that recharge through wells forms the only practicable means of 
artificial recharge in the downtown and congested industrial districts. 

There are a number of problems associated with artificial recharge. The 
most serious is the tendency for the openings in the walls of the wells or other 
structures to become clogged with sediment, algal or bacterial growths, or 
chemical precipitates such as calcium carbonate and iron oxide. This problem 
is most serious in recharge wells, because the area of the strainer through which 
the water passes is relatively small and the rate of movement of the water is 
relatively high. Even in disposal pits, which have relatively large absorptive 
areas in comparison with wells, clogging eventually occurs, necessitating periodic 
cleaning of the pits. At the plant described above, where turbid acid waste 
is discharged into a pit, the walls of the pit have tended to become clogged 
rather quickly, resulting in a rise in water level in the pit and in the need for 
remedial measures. 

The only practicable remedy for clogging of the walls of such recharge strue- 
tures as pits and furrows may be periodic cleaning of the walls, generally by 
scraping. Recharge wells or shafts that are used solely for recharge can also 

f 
dislodged from the walls. 

In certain types of installations there may be difficulty even when clear water 
containing no organic matter is recharged. The hardness and alkalinity of the 
ground water in the Indianapolis area, as well as in many other places, are so 
high that precipitation of calcium, magnesium, and iron salts is likely to occur 
upon slight reduction of the pressure on the water, owing to the escape of the 
carbon dioxide that tends to keep the mineral matter in solution. A reduction 
in pressure, or head, occurs whenever water is pumped from a well, and the 
reduction in pressure, and consequent precipitation of mineral matter, is greatest 
at the points where the movement of the water is most rapid, namely, the open 
ings in the well strainer and the smaller interstices in the water-bearing forma- 
tion near the well. The same principle applies when water is passed through a 
well for recharge. Thus periodic treatment of the well strainer with acid may 
be necessary in addition to cleaning by washing or scraping. 

It seems probable that if a well used as a supply well during part of the 
year is used for recharge during the rest of the year the problems of clogging 
will be minimized, inasmuch as water will be moving through the openings in 
the walls of the well in different directions at different times, tending to remove 
sediment lodged in the small openings. Chemical precipitation would still occur, 
however, to an extent depending on the chemical character of the water and the 
differential head involved in pumping from the well or recharging through it. 

Clear water from any source can be used for recharging, but in congested 
areas where the ground water is used largely for cooling purposes the recharge 
of warmed-up ground water will result in a gradual increase in the temperature 
of the ground water and in the necessity for pumping progressively large quan- 
tities of water for a given cooling effect. In such areas it would appear to 
be desirable to use cold water for recharging. This can be done by using filtered 
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surface water for recharging during the winter, and pumping the cold water 
from the well during the following summer. An arrangement of this kind 
has been in operation for some time at an industrial plant in Virginia, and 
appears to be satisfactory. 

Cold water recharged in this way would move out laterally from the recharge 
well, perhaps for a considerable distance. In an area such as the downtown 
district of Indianapolis, a number of pumped wells near the recharge well 
would doubtless receive some of the cold water that is recharged, and an 
arrangement would be required for distributing the cost equitably among the 
several well owners. 

The operation of recharge wells should be conducted in such a way that 
there will be no possibility of pollution of the ground-water supplies. This 
can probably be best accomplished by passing the water through completely 
closed systems that are thoroughly sterilized before being put in use. The tend- 
dency for precipitation of mineral matter from the water would be less in 
closed systems than in systems in which the water is exposed to the air, a fur 
ther advantage of the closed systems. 


FURTHER DEVELOPMENT OF THE GROUND-WATER SUPPLIES 


It is possible to state some positive though general conclusions as to the 
areas in which further development of the ground-water supplies may be 
practicable. Figures 6 and 7 show these areas in a general way. e« 

The hydrographs of wells 2 and 8 in figure 3 show that any further extensive 
development of the ground-water supplies in the downtown district and the 
industrial district nearly surrounding it is not practicable without some arrange- 
ment for artificial recharge of the supplies. 

In 1941, owing to the lack of recharge and the extent to which the supplies 
had been depleted in the previous years, the total yield of all wells in the over- 
developed downtown district and nearby industrial district was probably less 
than at any time since the years preceding 1935. During 1935 air-conditioning 
wells with a total capacity of about 2,500 gallons a minute were installed in the 
downtown district, followed during the next 4 years by air-conditioning wells 
with a total capacity of about 1,500 gallons a minute. During the summer of 
1939, the first year in which all these wells were pumping together, the total 
pumpage for air conditioning in the downtown district averaged about 4 million 
gallons a day Although this pumpage represents only a small proportion of the 
total pumpage of ground water in the area, it is concentrated in a relatively 
small area and has thus contributed heavily to the depletion of the ground- 
water supplies in the downtown district. A similar situation has developed 
with respect to industrial pumpage in the parts of the area adjacent to the down 
town district 

A return to normal rainfall and the resulting increased recharge would relieve 
the situation in the overdeveloped areas and increase the yields of wells that 
are now almost unproductive. This has already taken place to some extent dur- 
ing 1942, as shown by the hydrograph of well 2 in figure 3. However. it is 
likely that the demand for ground water for air-conditioning and other purposes 
in the central part of the city will always equal or exceed the available supply. 
This does not mean that no additional wells should be drilled in this part of the 
area. The yields of existing wells will decrease as the result of such factors as 
incrustation of the well strainers, discussed previously, and as long as the total 
pumpage in the overdeveloped area is held as low as possible no harm will result 
if new wells are drilled only to an extent sufficient to keep the total pumpage 
at a reasonably constant and safe level. The total rate of pumping in the over- 
developed parts of the area in the future should be substantially lower than that 
of the several years preceding 1941, and it should probably be somewhat less than 
that of 1941. 

It is probable that after the war sufficient ground water can be conserved 
through the installation of water-saving equipment to make it possible to drill 
a considerable number of wells of moderate yield in the parts of the area that 
are overdeveloped at present. In this way the available supplies of ground 
water in these areas can be distributed more equitably among the different 
users, and utilized more efficiently than at present. 

The available data indicate that in parts of the area where declines in the 
ground-water levels have been slight further development of the ground-water 
supplies is feasible, the extent of further development that can be safely under- 
taken depending on the permeability of the water-bearing formations, the prox- 
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imity of existing centers of heavy pumpage, and the conditions of recharge. In 
general, the best areas for future development of large supplies of ground water 
are in the main outwash-filled valley described previously, both above and below 
Indianapolis (see figs. 6 and 7). The sands and gravels are probably more per- 
meable north of Indianapolis than south of the city, because they were deposited 
from glacial streams flowing southward. The general direction of movement 
of the ground water in the deposits in toward the south. Therefore most of 
the water pumped from these deposits in the congested areas of Indianapolis, 
as well as from the limestones beneath them, is derived from the north. Large 
developments of ground water in the valley north of the city would tend to reduce 
the quantities of water moving toward the city to a greater extent than similar 
developments south of the city. However, because the northern part of the area 
is largely residential, extensive developments of the ground-water supplies will 
probably not be made in this part of the area. 

The upland areas do not hold much promise for further development of the 
ground-water supplies except for domestic use and for industries with relatively 
small demands for water. 

Perhaps the principal conclusion that can be derived from the present imvesti- 
gation is that the depletion of the ground-water supplies is due principally to 
concentration of pumpage in relatively small areas, and that the pumpage can be 
safely increased somewhat by redistribution of the pumpage and by making fu- 
ture large developments in areas as far as possible from the present centers of 
heavy pumping. Perennial supplies of at least 60 million gallons a day, and per- 
haps considerably more, can be developed at reasonable cost within Marion 
County, if most of the additional developments are made in the outwasb-filled 
valleys, principally in the White River Valley below Indianapolis. 

Considerable further investigation will be necessary to obtain sufficient data to 
make possible the fullest, safest, and most economical development of the greund- 
water resources of the Indianapolis area. 


BIBLIOGRAPHY 


The bibliography of the geology and ground-water resources of the Indianapolis 
area is not large, and most of the reports are quite old. 

(1) Blatchley, W. S., The Mineral Water of Indiana: Indiana Department of 
Geology and Natural Resources 26th Annual Report, pp. 11-158, 1901. See pp. 
78-79, Marion County. 

(2) Brown, R. T., Report of a Geological and Topographical Survey of Marion 
County. Ind.: Indiana Department of Geology and Natural History 12th Annual 
Report, pp. 79-99, 1882. : . . 

(3) Capps, S. R., The Underground Waters of North-Central Indiana, with a 
chapter on the chemical character of the waters, by R. B. Dole; U. S. Geological 
Survey Water-Supply Paper 254, 1910. See pp. 177—I86, Marion County. 

(4) Dryer, C. R., The Physiography of Indianapolis: Indiana Academy of 
Science Proceedings 1917, pp. 55-57, 1918. 

(5) Geib. W. J., and Schroeder, F. C., Soil Survey of Marion County, Ind.: 
Indiana Department of Geology and Natural Resources 36th Annual Report, 
pp. 447-468, 1911. ; 

(6) Gorby, S. 8., Natural Gas and Petroleum: Indiana Department of Geology 
and Natural History 16th Annual Report, pp. 189-301, 1888. See pp. 237, 238, 247, 
250, Marion County well records. 

(7) Harell, Marshall, Ground Water in Indiana: Indiana Department of Con- 
servation, Division Geology Publication 133, 1935. See pp. 337-844, Marion 
County. 5 

(S$) Leverett, Frank, The Water Resources of Indiana and Ohio: U. S., 
Geological Survey 18th Annual Report, pt. 4, pp. 419-560, 1897. See pp. 489, 504, 
512, 529, 540. Indianapolis data. (Also statement on drought of 1894-95, on 
+ +¢ S staaiaal: Frank, Wells of Southern Indiana: U. 8S. Geology Survey Water- 
Supply Paper 26, 1899. See pp. 26-28, Marion County well records. . 

(10) Leverett, Frank, and Taylor, F. B., The Pleistocene of Indiana and 
Michigan and the History of the Great Lakes: U. S. Geological Survey Mono- 
graph 53,1915. See pp. 96-97, 101-102, 120, glacial map of Indiana, map showing 
thickness of drift in Indiana, 

(11) Logan, W. N., Economic Geology of Indiana, in Handbook of Indiana 
Geology, pt. 5: Indiana Department of Conservation Publication 21, 1922. See 
pp. 937-939, Marion County well records. 





2 
he 





7 





COMMUNITY FACILITIES—-LAWRENCE, IND. 171 
(12) Logan, W. N., The subsurface strata of Indiana: Indiana Department 
of Conservation Publication 108, 1931. See pp. 427-429, Marion County well 
records. 
(18) Malott, C. A., Physiography of Indiana, in Handbook of Indiana Geology, 
pt. 2: Indiana Department of Conservation Publication 21, pp. 104-112, 1922. 
(14) Thompson, Maurice, Natural Gas: Indiana Department of Geology and 
Natural History 15th Annual Report, 1886, p. 331. 


ACKNOWLEDGEMENTS 


This report would not have been possible without the cooperation of the owners 
and drillers of water wells in the Indianapolis area. The writer is especially 
indebted to the following: C. R. Merrick and N. E. Gunderson, Layne-Northern 
Co., Inc.; A. F. Krauss and K. W. Krauss, Charles Krauss & Sons, Inc.; W. C. 
Mabee, chief engineer, and others of the Indianapolis Water Co.; members of 
the Bureau of Sanitary Engineering, Indiana State Board of Health; Don BE, 
Bloodgood, superintendent, and others of the Indianapolis Sanitation Plant; 
Paul Johnson, engineer, and others of the Indianapolis Power & Light Co.; and 
M. D. Mullane, A. D. Cook, Ine. 





STATE OF INDIANA, PusLic SERVICE COMMISSION OF INDIANA 


In the matter of the investigation of the rates, services, charges, rules, regu- 
lations, and practices of the municipal waterworks owned and operated by the 
town of Lawrence, Ind. 


CAUSE NO, 24966, APPROVED FEBRUARY 18, 1954 


Appearances: James T. Robison, public councilor for the public; Leslie Duvall, 
attorney, Indianapolis, Ind., for William J. McGhee; Victor R. Jose, Jr., at- 
torney, Indianapolis, Ind., for the town of Lawrence, Ind.; Judge Clarence 
Martin, Indianapolis, Ind., representing one of the contractors connected with 
work being done in Lawrence, Ind.; Robert Orbison, attorney, Indianapolis, Ind., 
for Gilbert Wildridge; Thomas M. Kautzman, appearing as a member of the 
municipal water board; Don Roberts, attorney, Lawrence, Ind., for Spring 
Valley Trailer Park. 

By the commission: The Public Service Commission of Indiana, on January 
7, 1954, adopted and approved its order entitled “In the matter of the investiga- 
tion of the rates, services, charges, rules, regulations and practices of the 
municipal waterworks owned and operated by the town of Lawrence, Ind.” 
Said investigation was docketed as a Cause No. 24966, and said order was 
adopted, pursuant to the revisions of the act of 1913, chapter 76, section 61, 
page 167, title 54-412, Public Service Commission, page 735. 

After the Public Service Commission of Indiana had filed with it numerous 
complaints by the consumers of the waterworks of the town of Lawrence, Ind., 
and the commission deeming it advisable from the standpoint of the best inter- 
est of the public, upon its own motion instituted said investigation as to matters 
connected with or related to the rates, services, charges, rules, regulations, 
and practices being charged and performed by the town of Lawrence, Ind., for 
water services being rendered to its patrons. 

Notice of the time and place of said hearing was given, as provided by 
statute, and the public being duly notified by the mailing of notices to other 
interested parties, including the office of the public councilor of the State of 
Indiana. 

The commission finds that the town of Lawrence is operating a municipal 
waterworks system serving its patrons in and adjacent to the town of Lawrence, 
Ind., and is a municipal utility, and that the rates being charged by said 
utility are subject to the jurisdiction of the Public service Commission of 
Indiana. 

At said hearing, Ben Koebel, an accountant employed by the Publie Service 
Commission of the State of Indiana, appeared and testified as a witness; as 
did Mr. Carl Cecil, director of the accounting department of the public service 
commission; Mr. J. B. Bailey, director of utility tariffs of the Publie Service 
Commission of Indiana; Fred R. Wit’ erspoon, supervising engineer of the engi- 
neering department of the Public Service Commission of Indiana; Mr. William 
F. Clay, a consumer; Mr. Alfred E. Richardson, president of the town board, 
and member of the waterworks board; Mr. Gilbert Wildridge, a mc-.ber of the 
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town board of Lawrence; Mr. Wm. Lebo, chief engineer of the engineering 
department of the Public Service Commission of Indiana; and a Mr. T. M. 
Kautzman, a member of the town board of Lawrence, Ind., and a member of 
the waterworks board; Mr. Robert Knox, clerk-treasurer of the town of Lawrence, 
Ind.; Mr. Louis Zook, waterworks superintendent of the waterworks of the 
town of Lawrence, Ind. 

The various exhibits were offered in evidence by the witnesses who testified 
in said cause, which were identified and explained by said witnesses, and from 
all of the evidence in the said cause including the exhibits introduced, the com- 
mission finds: 

1. That the municipal waterworks of the town of Lawrence, Ind., was con- 
structed subsequent to an election by the voters, authorizing the acquiring, 
construction, and management of a municipal waterworks system by the town 
of Lawrence, Ind., and was constructed about the vear 1935 by aid and assistance 
from the Public Works Administration of the Federal Government: that said 
municipality has, through its water board since that time, operated said mu- 
nicipal waterworks and served water to the customers located in and adjacent 
to the town of Lawrence, Ind. ; that the tariff filed pvith the utility tariff depart- 
ment of this commission, and appreved by this commission, fixing the rates to be 
charged by the municipal waterworks board of the town of Lawrence, Ind., for 
water served to its customers and consumers, which tariff was filed on August 16, 
1951, does not provide for the charging or collecting of any tap charge. 

2. That said present waterworks board has been charging various tap 
charges, in various amounts, and without uniformity, and none of which have 
been approved by the Public Service Commission of the State of Indiana. 

3. That said waterworks board, according to said tariff, has a minimum 
charge of $1.75 for 4,375 gallons of water to be charged the consumers: and 
said waterworks board, in computing the bills for water used, has been using a 
minimum of 5,000 gallons 

4. That said waterworks board has failed to meter all the customers and 
consumers using said water; and that approximately 275 customers of the esti- 
mated SOO customers are receiving water which is not being metered and for 
which they are being charged the minimum without regard to the amount of 
water actually being consumed 

5. That the record does not disclose the exact number of customers that are 
waterworks of the town of Lawrence, nor 


receiving water from the municipal 
the exact number of meters that are installed 

6. The evidence discloses that meters have been irregularly read 

7. The bills have been sent out at irregular intervals 

8. That the delinquent penalty charge as approved by the Public Service 
Commission of Indiana, is not being followed, in that the approved charge 
provides for 10 percent of the first $3 and 8 percent of the amount of the bill 

“3, and that the waterworks board of the town of Lawrence has been 

charging a flat penalty of 15 cents where a bill has been delinquent for more 
than 1 month; that a delinquent penalty of 15 cents for each month, or multiple 
penalties, have been charged the customers of the town of Lawrence 

% That advance payment of the minimum rate has been made by some 
customers of the town of Lawrence: and that there has been no adjustment 
nade for the actual consumption of water used by the customer paying the 














annual bill, or 12 times $1.75 

10. The evidence shows that said municipal waterworks board is not keeping 
adequate records; and they are not keeping records in accordance with the 
uniform system of accounts. 

11. The evidence shows that no annual reports have been filed by the water- 
works board operating said municipal waterworks, as required to be filed with 
the Public Service Commission of Indiana each year. 

12. The evidence further shows that there has been contributed, in aid of 
construction and tap fees charged. the sum of $35,987.45; of that amount, 
$7,062.45 being a grant by the Federal Government, which account is carried 
in the books and records of the civil town of Lawrence, and does not appear in 
the books and records of the waterworks board of the town of Lawrence, Ind. 

13. That the minimum billing, as hereinabove set forth, would, in effect, 
amount to discrimination by the requiring of small users of water to subsidize the 


larger users of water. 

14. The evidence further shows, and the commission finds, that the water- 
works board of the town of Lawrence, Ind., had entered into a contract for 
the extension and furnishing of water to Spring Valley Trailer Park, which 
contract has not been submitted to this commission for approval, as required. 
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15. The evidence discloses, and the commission finds, that other contracts 
have been entered into for the furnishing of water on special extensions or 
rate basis which have not been approved by the commission, and have not been 
submitted to, or filed with, the commission. 

16. The evidence further shows, and the commission finds, that one William 
H. Clay, as shown by public exhibit No. 8, having made an application for a 
water tap in the town of Lawrence, Ind., made a $10 payment on a tap charge of 
$150, as shown by publie exhibit No. 5 and public exhibit No. 8, showing that 
the application installation is taken with the understanding that the owner 
of the above property agrees to pay said installation charge as set at a later 
date; that any tap charge not now authorized to be charged and approved by 
the public service commission could not be made retroactive: and shows con 
clusively that the town of Lawrence has had information for some time that 
no tap charge was authorized to be charged to the public desiring water service 
in the town of Lawrence, Ind. 

17. The evidence discloses that various auditors have attempted to audit 
books and records of the waterworks of the town of Lawrence, Ind., and that 
confusion and misunderstandging between the board members has resulted in 
a failure for said audits to be completed: but that certain audits have been 
made by the State Board of Accounts of the State of Indiana, and that the said 
Waterworks hoard has been advised for a considerable length of time that the 
books and records being kept by the waterworks board of the town of Lawrence 
were inadequate and not in accordance with the uniform system of accounts: 
that the town of Lawrence has held certain meetings with the view of later ob 
taining approval of the Public Service Commission of Indiana of a proper tap 
‘harge with the intention that said approval would be retroactive to taps made 
during the time when no tap charge was authorized, which would be in viola- 
tion of law in making said tap charge as a part of the rate structure retroa¢ 
tive. The evidence further shows that various people connected with the opera 
tion of the municipal waterworks of the town of Lawrence, Ind., have paid 
tap charges considerably less than the $150 tap charge sought to be charged 
and collected from other people desiring water service from the municipal 
waterworks of the town of Lawrence 

iS. The evidence shows the town of Lawrence, in the last month or two, has 
started a regular monthly reading of meters, and intends to bill regularly each 
month for water actually consumed from metered customers 

The commission further finds that the town of Lawrence, Ind., its waterworks 
board, and the town board should cease and desist from the charging of any tap 
charge to the public for connecting to its water system since no tap charge has 
heen approved as a part of the rates schedule of the municipal waterworks of 
the town of Lawrence Ind. The commission further finds that any such charge 
subsequently approved by the Public Service Commission of Indiana could not 
be made retroactive. 

The commission further finds that the town of Lawrence, Ind., and the water- 
works board thereof should cause to be recorded in the waterworks books a 
record of the waterworks operating fund, the waterworks bond and interest 
redemption fund, the waterworks depreciation fund, the waterworks construe 
tion fund, the waterworks fund created by contributions in aid of construction 
or any waterworks fund created from whatever source, regardless of who may 
be required by law to be the custodian of such funds 

The commission further finds that the waterworks utility board should imme 
diately install the accounting system as recommended by the State board of ac 
counts in their audit for the period of January 1, 1958, to October 6, 1953. The 
records for this system are (1) Cash Journal, form 304; (2) General Ledger, 
form 315: (3) Customers Ledger, form 309: (4) Customers Receipt, form 311; 
(5) cash book—daily cash receipts, form 313; (6) meter deposit receipts, form 
310; (1) meter deposit register, 314; (8) accounts payable claim, 301. 

The commission further finds that the waterworks board of the town of Law- 
rence should, within 60 days of the date of the approval of this order, cause said 
records to be so maintained, and should file the annual report required to be filed 
by said municipal waterworks for the year 1952 with this commission on or 
before the 15th day of March 1954, on which date the annual report of said 
waterworks for the vear 1953 will be due to be filed with the Public Service 
Commission of Indiana. 

Upon said findings, it is therefore ordered by the Public Service Commission 
of Indiana: 


55245—54 12 
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1. That the waterworks board of the town of Lawrence, Ind., shall cease 
and desist from charging any water rates for the consumption of water in the 
town of Lawrence other than the rates approved by the Public Service Commis- 
sion of Indiana. 

2. That said waterworks board of the town of Lawrence shall cease and desist 
from charging a tap charge until a tap charge is approved by the Public Service 
Commission of Indiana and made a part of the rates charged by said municipal 
waterworks, 

3. That said town of Lawrence immediately install all meters necessary to 
totally meter all the Consumers of said municipal waterworks. 

4. That said town of Lawrence institute regular periods for the reading of 
said meters and the billing of its customers according to the rules and regula- 
tions approved by the Public Service Commission of Indiana. 

5. That the waterworks board of the town of Lawrence collect only such 
delinquent penalties for the nonpayment of bills as have been approved by the 
Public Services Commission of Indiana and on file in the utility tariff depart- 
ment, and that it cease and desist the multiple penalty practice now being used. 

6. That said waterworks board of the town of Lawrence take such steps as 
necessary to eliminate any discrimination between any of its users for the proper 
billing and paying of any water consumed from the municipal waterworks, and 
that any customer paying the monthly minimum bill, or in the amount in advance 
on a yearly basis, or otherwise, shall be rendered a bill each billing period in 
accordance with the rate schedule approved by the commission, such bill to show 
the amount of the bill for the current billing period and the amount of credit 
remaining to the consumer’s account. 

7. That said waterworks board of the town of Lawrence, Ind., will imme- 
diately install the accounting system recommended by the State board of accounts 
in their audit for the period January 1, 1953, to October 6, 1953. The records 
of this system are: (1) cash journal, form 304; (2) general ledger, form 315; 
(3) customers ledger, form 304; (4) customers receipt, form 311; (5) cash 
book—daily cash receipts, form 313; (6) meter deposit receipts, form 310; (7) 
meter deposit register, 314; (S) accounts payable claim, 301. 

8. That the waterworks board of the town of Lawrence, Ind., shall imme- 
diately record in the waterworks book the waterworks operating fund, the water- 
works bond and interest redemption fund, the waterworks depreciation fund, 
the waterwo:ks construction fund, the waterworks fund created by contribution 
to aid construction, and waterworks fund created from whatever source regard- 
less of whoever may be required by law to be the custodian of such fund. 

9. That the waterworks board of the town of Lawrence, Ind., on or before 
March 15, 1954, file with the Public Service Commission of Indiana the annual 
report of said municipal waterworks for the year 1952 and the year 1953. 

10. That said municipal waterworks board shall file for approval with this 
commission any contract entered into by the town board of Lawrence, Ind., for 
extension of or water service for Spring Valley Trailer Park, or any other special 
contracts for the rendition of water service to be rendered by the municipal 
waterworks; and said waterworks board shall in the future, before making 
any such contracts effective, submit the same to the utility tariff department 
of the Public Service Commission of Indiana for its approval. 

11. That waterworks board of the town of Lawrence, Ind., shall cease and 
desist trom charging any tap charge from the public desiring to tap for service 
from the municipal waterworks of the town of Lawrence until said tap charge 
shall have been approved by the Public Service Commission of Indiana; and, 
subsequent thereto, only the uniform tap charge so approved, in the event one 
is approved, shall be charged any of the public seeking to tap the municipal 
waterworks of the town of Lawrence, Ind. 

12. That said waterworks board of the town of Lawrence, Ind., shall take all 
further legal steps provided by statutes and laws of Indiana for the operation 
of municipal utilities as affect the rates and charges charged by the municipal 
waterwoiks of the town of Lawrence to the public for water service rendered 
to the public. 

13. Said waterworks board of the town of Lawrence shall use the schedule of 
rates approved by the Public Service Commission of Indiana for billing its 
consumers for water used by said consumers. 
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It is further ordered by the Public Service Commission of Indiana that the 
secretary of this commission shall serve a certified copy of this order within 10 
days after its approval upon each member of the town board of Lawrence, Ind., 
and each member of the waterworks board of the town of Lawrence, Ind., and 
upon the clerk-treasurer of the town of Lawrence, Ind. 

It is further ordered by the Public Service Commission of Indiana that the 
municipal waterworks owned and operated by the town of Lawrence, Ind., shall 
pay into the treasury of the State of Indiana to the secretary of the commission 
the sum of $307.27, which represents the cost of this proceeding, which costs 
are itemized as follows: 


Accounting services : _ $240.55 

Engineering services__- 19. 47 

® Legal advertising 17. 25 
Total 307. 27 


Buchanan and Belshaw concur. Tennis absent. 


, Approved February 18, 1954. 
The preceding is not a true copy. This was read over the telephone and taken 


down by shorthand, but, I assure you that if there are any errors they are minor 
typographical differences and do not materially affect the issues. 
Wo. J. McGueEe, 
Lawrence 26, Ind. 


APRIL 12, 1954. 
The Pustic SERVICE COMMISSION OF INDIANA, 
01 State House, Indianapolis, Ind. 
Sirs: I hereby do charge the said waterworks board of the town of Lawrence, 
Ind., is in violation of the commission’s order arising from cause No. 24966 dated 
February 18, 1954 affecting said board, to wit: 
Order No. 1: That said board has not ceased and desisted from charging 
rates other than those approved by the commission. 
Order No. 4: That said board has not caused all customers to be billed regu- 
larly nor has all meters been read regularly. 
Order No. 10: That said board does not have on file any contracts with the 
utility tariff department of the commission as so ordered. 
Order No. 11: That said board is not and has not taken all legal steps required 
by the statutes and laws of the State of Indiana as regards rates and charges 
I do hereby further charge that the above violations of law and of the com 
mission’s orders constitute willful discrimination and is in violation of Burns 
54-709 (acts of 1913, ch. 76). I therefore pray for all relief in the premises 
I, William J. McGhee, being duly sworn hereby state the above is true to the 
best of my knowledge and belief. 
WILLIAM J. MCGHEE. 
STATE OF INDIANA, 
® Varion County, 88: 
Subscribed and sworn to before me this 12th day of April 1954. 
[SEAL] HiervVEY M. HooxKkr, 
Notary Public. 
My commission expires September 22, 1956. 





LAWRENCE, IND., MUNICIPAL WATERWORKS 


DISTRIBUTION SYSTEM PRESSURE AND FLOW TESTS 


Copied from the record of tests made by the Indiana Rating Bureau in August 
1953 by Fred R. Witherspoon, supervising engineer, Public Service Commission of 
Indiana. 

Tests are made on fire hydrants in the direction of the distribution-system flow. 
The static pressure is taken on the “residual” hydrant with a pressure gage when 
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distribution system is at normal flow. The next hydrant along line of distribu- 
tion system flow, or the “flow” hydrant, is then fully opened and both a pressure 
and flow gage placed upon same, to ascertain the pressure drop between the two 
hydrants. 


Static pres- Flow hy- 
1 aa iain sili sure, pounds; drant, full Pressur 
; residual flow (gallons pounds 
hydrant per minute 
Re ind Hu ° ial 07 4 
Flow i | kl f 
Re “ H l \, ‘ HOF 4 
R 9 r ] | ; ~ 
Fl I klir Pendleton Pik om 49 730 
Re Clir 1 fincl lead 240 
I \ il R 1 j end 
R Eln ind 4f 14 inche if 6 670 2 
I 45tt { inche 
Resid D I stl \4 inches 1 4 41 ) 
Flow, D i t ) end 


DEPARTMENT OF CONSERVATION, WATER RESOURCES DIVISION 


Owner, Lawrence, Ind.; driller, Boyd Felps, Inc. ; depth of well, 445 feet ; eleva- 
tion of ground surface, 875 feet and depth to bedrock, 173 feet; water level, 130 
feet below surface. 

Pumping test at 425 feet, ran test, baled 28 gallons per minute for 25 minutes ; 

irce of data: Mr. Frapps, Boyd Felps, Inc. ; collected by Cooperider, November 
6, 1953. 

Remarks: Static level lowered to 230 feet at 445 feet ; tested again results were 
approximately the same. 

WELL LOG 
Topsoil, 0-2. 
Yellow clay, 2 15. 
Brown hardpan, 15-35. 
Grey hardpan, 35-133. 
Grit and sand water bearing, 128-138; water rose from within 30 feet of the 
surface 
Grey hardpan, 133-165. 
Red mud—casing to keep mud out of well, 165-1 
White cap limestone hard, 173-179. 
Brown limestone hard, 179-205. 
Broken stone and red clay, 205-209. 
brown limestone, 209-265. 
Grey limestone hard, 265-270. 
Grey limestone hard, 402-440. 
Grey limestone very hard, 270—402. 
slue shale, 440—445. 


NOTICE 


Lawrence Water Co. officials are issuing a new order as follows: 

As of today there will be no more sprinkling of gardens or lawns with 
Lawrence Water Co. water until you are notified in the Lawrence Journal 
that the present emergency is over. At present there is a critical water shortage, 
and no unnecessary use of water will be permitted. 

Lawrence has in operation two deep wells pumping rock water for residents 
here. Another well is expected to be drilled this summer to furnish needed 
water ior the town which is rapidly growing. The well at the fire station can 
pump 100 gallons per minute, and the other well now used, at the west end of 
town, can pump 75 gallons easily. If the pumps are required to pump more 
than this amount per minute in this hot weather when the amount of water 
is far above normal, they kick off and cause trouble. The reserve tank has 
been very nearly empty much of the time lately, meaning that if there were a 
lire emergency the supply would probably not be adequate. 
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It is reported that general wacer levels in Indiana are lowering, and the people 
generally are using so much more water everywhere that the situation is 
becoming alarming to conservationists. 

When sprinkling is allowed again in Lawrence readers will be notified in the 
Lawrence Journal. 


SEPTEMBER 16, 1953. 
Re Town of Lawrence. 


Loyp E. PHELPs, INc., 
Indianapolis, Ind. 
(Attention: Mr. O. M. Leonard.) 

GENTLEMEN: In accordance with your request we are enclosing a certified 
opy of the final order and determination issued to the town of Lawrence on 
August 27, 1951, and certified copies of the stream pollution control board and 
State board of health’s approval of plans and specifications for proposed sanitary 
sewers and sewage-treatment plant for the town. 

Very truly yours, 
B. A. PooLe, Technical Secretary. 


STATE OF INDIANA, 
STREAM POLLUTION CONTROL BOARD, 
August 14, 1951. 


RECOM MENDED FINDINGS OF FACT AND ORDER, TOWN OF LAWRENCE, IND. 


PHE STREAM POLLUTION CONTROL BOARD OF THE STATE OF INDIANA, 
Indianapolis, Ind. 

GENTLEMEN: As provided by chapter 365, acts of 1947, and pursuant to your 
ction at the sixth meeting of the board on July 23, 1951, item 7, and a formal 
notice of a hearing sent to the town of Lawrence, Ind., under date of July 23, 
1951, I presided at a hearing on behalf of your board at the State board of health 
building, Indianapolis, Ind., on August 14, 1951, beginning at 9 a. m., central 
standard time. 

The stream pollution control board of the State of Indiana was represented 
vy Maurice E. Tennant, deputy attorney general, and the town of Lawrence was 
represented by Clifford L. Hardy, attorney, for Lawrence. Walter N. Carpenter 
served as official reporter for the board, 

I received the testimony of Ralph H. Holtje, sanitary engineer, upon behalf 
of the stream pollution control board, and heard the statements presented by 
egal counsel on both sides and I recommend the following findings of fact: 

1. That the town of Lawrence discharges raw and inadequately treated sani- 
tary sewage into the waters of a certain tributary of Fall Creek and a certain 
tributary of Indian Creek. 

2. That said raw and inadequately treated sanitary sewage is of such char- 
cter as to prevent the growth of and propagation of normal aquatic life in said 
waters downstream from the points of entry into said watercourses. 

3. That the presence of said raw and inadequately treated sanitary sewage in 
said waters produced at times septic conditions and caused the deposition of 
putrescent sludge on the stream beds. 

1. That the sewage sludge load and the bacterial load contributed by the town 
f Lawrence to Fall Creek is a serious threat to the continued palatability and 
the safety of the Fall Creek source of drinking water used by the Indianapolis 
Water Co. 

5. That the presence of said raw and inadequately treated sanitary sewage in 
sAid waters is a hazard to the public health. 

6. That under the provisions of sections 7 and 8, chapter 214 of the acts of 
1943, known as the stream pollution control law, the town of Lawrence, Ind., is 
polluting the waters of Fall Creek and a certain tributary of Fall Creek, and a 
certain tributary of Indian Creek downstream from the points of entry of said 
raw and inadequately treated sanitary sewage into said streams. 

I recommend that the stream pollution control board of the State of Indiana 
issue an order to the town of Lawrence to cease and desist from creating such 
pollution on or before September 1, 1952. 

Respectfully submitted. 


R. B. WILEY. 
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SrreAM PoLLUTION CONTROL BOARD OF THE STATE OF INDIANA 
In the matter of the town of Lawrence, Ind. 
FINAL ORDER AND DETERMIN ATION 


Ralph B. Wiley, chairman of the above board and designated as hearing mem- 
ber in the above cause, having presented to and filed with said board on August 
14, 1951, his recommended findings of fact and order, in the above cause, to- 
gether with the complete record of proceedings before him, other than the 
transcript of the oral testimony, and notice of such filing, together with a copy 
of said recommended findings of fact and order, having been transmitted to 
the town of Lawrence, Ind., by registered mail on August 14, 1951, return receipt 
requested, and said town of Lawrence having filed no objections thereto, said 
board now considers said recommended findings of fact and order on this 27th 
day of August 1951, and adopts the same and now makes the following as its find- 
ings of fact: 

1. That the town of Lawrence discharges raw and inadequately treated sani- 
tary sewage into the waters of a certain tributary of Fall Creek and a certain 
tributary of Indian Creek. 

2. That said raw and inadequately treated sanitary sewage is of such char- 
acter as to prevent the growth of and propagation of normal aquatic life in said 
waters downstream from the points of entry into said watercourses. 

3. That the presence of said raw and inadequately treated sanitary sewage 
in said waters produced at times septic conditions and caused the deposition of 
putrescent sludge on the stream beds. 

+. That the sewage sludge load and the bacterial load contributed by the town 
of Lawrence to Fall Creek is a serious threat to the continued palatability and 
the safety of the Fall Creek source of drinking water used by the Indianapolis 
Water Co 
5. That the presence of said raw and inadequately treated sanitary sewage 
in said waters is a hazard to the public health. 

6. That under the provisions of sections 7 and 8, chapter 214 of the acts of 
1943, known as the stream pollution control law, the town of Lawrence, Ind., is 
polluting the waters of Fall Creek and a certain tributary of Fall Creek, and a 
certain tributary of Indian Creek downstream from the points of entry of said 
raw and inadequately treated sanitary sewage into said streams. 

7. That the town of Lawrence, Ind., by reason of the facts above found, is also 
violating the provisions of numbered paragraphs 1, 2, 3, 4, and 5 of the duly 
promulgated regulation SPC 1 of the Stream Pollution Control Board of the State 
of Indiana and is polluting the waters of Fall Creek and a certain tributary of 
Fall Creek, and a certain tributary of Indian Creek. 

It is now finally ordered and determined that said defendant, the town of Law- 
rence, cease and desist from causing pollution of Fall Creek and a certain tribu 
tary of Fall Creek, and a certain tributary of Indian Creek downstream from 
the points of entry of said raw and inadequately treated sanitary sewage into 
said streams, on or before September 1, 1952. 

August 27, 1951 

Attest : 

B. A. Poor, 
Technical Secretary, Stream Pollution Control Board of the State of 
Indiana. 


Fresruary 26, 1952. 
L. FE. Burney, M.D., 
State Health Commissioner. 
Indiana State Board of Health, Indianapolis. 

Dear Dr. BURNEY. The town of Lawrence, Ind., has submitted justification 
for submission of an application to the Housing and Home Finance Agency 
and the Public Health Service for assistance in providing community facilities 
under Public Law 139. 

Part of the assistance involves the construction of a sewage-treatment plant. 
The following statement is made in the justification: “The Indiana Stream 
Pollution Board has, therefore, ordered the town of Lawrence to cease such 
pollution of Fall Creek and has denied permission for further septic-tank con- 
struction in Lawrence.” 

At your earliest convenience I should appreciate having you furnish me with 
the date of this order and an abstract of the order. 

Very truly yours, 


D. W. Evans, 
Sanitary Engineer Director, Regional Engineer. 
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JUNE 21, 1952. 
Re pollution abatement, Lawrence. 
Mr. At RICHARDSON, 
President, Lawrence Town Board, 
Lawrence, Ind. 

Dear Mr. RicHarpson: Six months have elapsed since bids were received for 
construction of sewers and sewage-treatment facilities for the town of Lawrence. 
To date no contracts have been awarded. Very little time remains before 
September 1 of this year, the compliance date of the stream pollution control 
board order. 

Population increases of the town and the adjacent area, resulting from the 
military and industrial expansion in the vicinity, have caused a greater sewage 
disposal and pollution problem that must be corrected for the protection of 
Fall Creek and its tributaries. There is every indication the above-mentioned 
expansion will continue. 

Chere should be no delay in the completion of financial arrangements and in 
getting construction of the sewage-treatment works underway. 

Please inform this office of the action now being taken 

Very truly yours, 
B. A. Poo.ie, Technical Secretary 


May 29, 1953 
Re Lawrence, Ind., sewage works revenue bond issue 
REGIONAL MEpICAL DIRECTOR, 
United States Public Health Service, 
Department of Health, Education, and Welfare, Chicago, JU. 
(Attention: D. W. Evans.) 

ltear DAN: Since you were unable to visit this office last Wednesday in ac- 
cordance With our telephone conversation on May 22, I thought that I would 
give you this note. 

You will recall that you mentioned that Mayor Richardson informed you that 
the Lawrence officials were waiting for action by the HHFA. You did not 
know the reason. I learned from Mr. Leonard that the city had forwarded 
amortization and rate schedules to HHFA for their review and approval prior to 
using them in the bond ordinance. Leonard thought this advisable considering 
that the Federal Government will purchase $414,000 of bonds, the B issue. He 
said that the bond ordinance was written with the exception of inserting the 
schedules. 

Mr. Leonard said the contractor, Stone, had installed several hundred feet 
of the main sewer near the plant. Plans for sewers and water mains to serve 
the proposed subdivisions were submitted to this office by Leonard on May 21 
The specifications were received today 

Very truly yours, 
B. A. PooLe, 
Director, Bureau of Environmental Sanitation. 
By Ropert W. HEIDER 


HousInGc AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., October 12, 1953 
Hon. Homer BE. CAPEHART, 
United States Senate, Washington 25, D. C. 

DeEAR SENATOR CAPEHART: Further reference is made to the complaint of Wil- 
liam J. McGhee et al., regarding the project for the additional supply and the 
extension of the water distribution system at Lawrence, Ind., identified as our 
project Ind. 12-CF-1. 

Immediately upon receipt of the telegram from Mr. McGhee a complete re 
examination of the entire matter was begun. Such reexamination was not con- 
fined to the material on hand in our regional and departmental offices. Instead 
the project was rechecked on the ground, Mr. McGhee was personally inter- 
viewed and all previous actions carefully and thoroughly reviewed. A top mem- 
ber of my departmental staff made a special trip to Chicago for the purpose of 
personally examining the entire matter. 
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After such review and recommendation I can only conclude that the original 
action taken was right and proper in every respect and confirm in detail our previ- 
ous approval of this project. 

In order that you may be fully advised as to the details of this project the 
following comments are submitted: 

On August 28, 1952, approval was given, under the authority contained in Pub- 
lic Law 139, 82d Congress, for “additions and extensions to an existing water- 
works system, consisting of a new well and pumphouse, service connections, 
feeder main and distribution mains, including necessary appurtennaces.” The 
estimated cost of the work was $347,700 to be provided as follows: 

Grant { ss ; oe . $124, SOO 
Loan es 56, OOK 
Applicant’s funds is 166, 900 





Total 347, 7 


Loan and grant funds to be derived from the appropriations made for the pro- 
gram authorized by Public Law 1389 and applicant’s funds to be derived from a 
charge of $150 per connection 

The necessity for this project is caused by the fact that Lawrence is in a 
critical defense housing area and is adjacent to the nationwide Army Finance 
Center as well as in close proximity to other important Federal and private in- 
tions. With respect to housing, the original program was for 1,000 units 








plus supplementary program of 1,125 units. Approximately 500 of these units are 
located in Lawrence as well as a large number of other housing units being con- 


structed outside the programmed activity. Continuing surveys showed the de- 
mand for housing not diminishing and the construction of housing at Lawrence 
going forward at a rapid rate. Nearly all of the new housing is being constructed 
in recently new annexed areas not served by water or sewer. The old portion 
of this town is also unsewered, but has a water system consisting of two wells 
and a distribution system. The town was under mandate by the State board of 
health to construct a sewage collection system and sewage disposal plant even 
before the defense impact occurred. (See No. 31.) 

In connection with the water problem a very careful exploration was made 
of the possibility of procuring water from the privately owned Indianapolis 
Water Co. This company was not interested in standby connection, but would 
require arrangements under which the total need of the town would be supplied. 
This would have resulted in abandonment of the local source and the possible 
revamping of the entire system. The cost of water if purchased from the private 
water company at Indianapolis would require substantial increase to the con- 
sumers. The city of Indianapolis is rapidly developing to the northeast and 
engineers were fearful that demands in the area might grow too large for the 
private water company to continue to supply Lawrence. The community of 
Lawrence desired to retain, expand, and operate its own system and even if the 
purchase of water from the private company at Indianapolis had been practical 
it would haye been contrary to the policy of this Agency to interfere in such a 





decision 


The town of Lawrence has two outstanding water-revenue bond issues with a 
total of SS9.500 Although antic pated revenues are sufficient to operate and 
pay off the ? star 1 ng indebtedness. the legal limits imposed because of the 

tstanding debt permits only $56,000 in third lien bonds to be issued. Such 


bonds are completely unattractive to private investors. The Government there- 
fore offered to purchase the maximum legal bond issue of $56,000 and provide 


er nder by grant on condition that the developers would agree to a charge 
ficient to cover the estimated cost of the local main and service to each unit 
l original application requested 100-percent Federal grant for the accom- 


shment of this project. We proposed that cost of services and meters should 
be borne by the developers and that $150 per unit was not an unreasonable charge 
ch service. Developers readily reed to this arrangement in writing. The 
irrangement permits one sound distribution system properly designed for cur- 
rent and future needs and eliminates makeshift minimum individual systems 
or wells in each subdivision. Costs could have been spread to individuals by 
| assessment but this device was entirely impracticable as the spread could 
not be made until after the final project cost had been determined. Accordingly 
funds would not be available during construction of the project. Had the con- 
tractors been required to take special assessment bonds in part payment for 
their work the discount cost on such bonds would have increased the bids on 
the work by an amount conservatively estimated to be $30,000. 


specia 
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Reports from the Indiana Division of Resources and the State Board of 
Health indicate the probability of satisfactory wells in this area from a stand 
point of production and acceptable quality of water. Original cost estimates 
indicate that the town could develop its own additional supply at a cost of $12,000 
more than a connection with the Indianapolis Water Co. However, present 
contracts indicate a cost of local supply less than the charge for the Indianapolis 
connection. 

As previously stated, Mr. McGhee was personally contacted and requested 
to provide any specific information regarding irregularities in this project. He 
denied that he was making any charge of fraud and was unable to cite any 
evidence whatever of irregularities. 

If there is any further information you desire in connection with this case, 
please advise me. 

The telegram of Mr. McGhee’s to you which was transmitted with your letter 
of September 22, is returned herewith. 

Sincerely yours, 


ALBERT M. CoOLr, Administrator 


DECEMBER 5, 1953 
LLAWRENCE CITIZENS COMMITTEE, INC 
Lawrence, Ind. 


(Attention of Mr. Garth Palmer, Chairman. ) 


GENTLEMEN : With reference to your letter of December 5, 1953, addressed to my 
attention, the Indianapolis Water Co. has not received the information needed to 
submit a more definite proposal for water service to the town of Lawrence, Ind 

When Mr. A. E. Richardson, president of the board of trustees of Lawrence, 
asked me for such a proposal on November 18, 1953, he told me that Mr. A. W. 
Fraps of the Boyd E. Phelps Co., Inc., consulting engineers for the town of 
Lawrence, would furnish me this information, On November 19, 1953, I wrote to 
Mr. A. W. Fraps and requested the necessary information. A few days later, 
I called at Mr. Fraps’ office at which time Mr. Fraps acknowledged receipt of my 
request and furnished me with a copy of the specifications for the well, sewers, 
and water mains. He told me that he did not have the records of the length and 
sizes of water mains already laid and referred me to Mr. L. L. Stone, water main 

mtractor, for this information. 

I reported this to Mr. Richardson and asked for permission to contact Mr. 
Stone to get this information. Mr. Richardson gave me permission to contact Mr. 
Stone and assured me that Mr. Stone would cooperate with me. 

I then telephoned Mr. Stone who promised to give me the necessary information 
when he closed his books on November 30, 1958. I called on Mr. Stone at his 
office on the afternoon of November 30 to see if the information would be forth 
coming soon. At that time Mr. Stone told me that he did not intend to give me 
the information and suggested that he attempt to get the town board to meet 
with Mr. L. 8S. Finch, vice president and chief engineer of the Indianapolis Water 
Co., When Mr. Finch returns from his vacation. 

The information which the Indianapolis Water Co. needs to make a definite 
proposal is as follows: 

1. The length, size, location, and depth of all water mains which have been laid 
in 1953 in the town of Lawrence, north of 47th Street and west of David Street. 

2. The number, make, size, type and location of all fire hydrants and valves 
nstalled in 1953 in the town of Lawrence, north of 47th Street and west of David 
Street. 

8. The make, number, size, and location of all corporation cocks and meter 
vokes installed in 1953 in the town of Lawrence, north of 47th Street and west of 
David Street. 

4. A complete set of plans and records of inspections. If these have not been 
prepared, we would like to have a plan showing a typical main, hydrant, valve 
and service line installation. 

We will volunteer to estimate the profit which the town can expect from the 
resale of our water to its present customers if the Lawrence Water Board will 
urnish us a statement of its operating costs and revenue as well as an accurate 
record of its pumpage. 

Very truly yours, 


INDIANAPOLIS WATER Co. 
G. W. Baxpock, Engineering Assistant. 
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HoUSsING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., October 21, 1953. 
Mr. WILLIAM J. McGHEE, 
Lawrence, Ind. 

Dear Mr. McGHEE: Subsequent to our telephone conversation I have reviewed 
my letter to Senator Jenner of October 12, and hereby reaffirm the conclusions 
stated therein regarding the Lawrence, Ind., water job, identified as our project 
Ind. 12—CF-1. 

If you are in possession of any additional facts relating to this matter and 
desire to submit them in writing, they will, of course, receive every consideration. 

Sincerely yours, 
ALBERT M. Cole, Administrator. 


INDIANAPOLIS WATER Co., 
Indianapolis, Ind., November 11, 1958. 
LAWRENCE CITIZENS COMMITTEE, INC., 
Mr. GARTH PALMER, Chairman, 
Lawrence, Ind. 

GENTLEMEN: The following information will answer the questions which you 
asked in your letter of November 7, 1953. 

Although there were informal discussions earlier about the Indianapolis Water 
Co. selling water to the town of Lawrence, we were not definitely approached 
until November 6, 1953, when Mr. Frapps, of Boyd Phelps, Inc., consulting engi- 
neer for the town of Lawrence, advised us that the Housing and Home Finance 
Agency had requested the Lawrence Town Board to investigate the possibility 
of Lawrence buying water from the Indianapolis Water Co., and requested that 
we develop such a proposal. A study is now being completed, and the proposal 
will be mailed to the town board soon. Since this proposal will be directed to 
the town board, we suggest that you obtain a copy from them. 

Inquiries have recently been received from real estate developers and builders 
in the Lawrence area, concerning our serving their subdivisions. We plan also 
to send a copy of the proposal to them, because they would be definitely involved 
in the financing of the project. 

Sincerely yours, 
G. W. BALpock, 
Engineering Assistant (Development). 


INDIANAPOLIS WATER Co., 
Indianapolis, Ind., November 11, 1953. 
LAWRENCE CITIZENS COMMITTEE, INC., 
Mr. GARTH PALMER, 
Chairman, Lawrence, Ind. 

GENTLEMEN: In my letter of November 11, 1953, I stated that the Indianapolis 
Water Co. was not definitely approached to sell water to the town of Lawrence 
until November 6, 1953. After the letter was written, I discovered that I had 
looked at the wrong page on my calendar and that date should have been 
October 30, 1953. 

Yours very truly, 
G. W. BALpock, 
Engineering Assistant. 


Boyp EB. PHELPs, INc., 
Indianapolis, Ind., November 12, 1958. 
Re town of Lawrence, Ind. 
Mr. G. W. BALpock, 
Enaineering Assistant, 
Indianapolis Water Co., 
Lawrence, Ind. 


Drak Mr. BAtpock: I have been informed that you stated in a letter dated No- 
vember 11, 1953, to the Lawrence Citizens Committee, Inc. that the Indianapolis 
Water Co. was “not definitely approached to sell water to the town of Lawrence” 
until October 30, 1953. 

Mr. Louis Fench told me that Mr. Heger of our organization had approached 
him early in the formulation of the project. In addition, the following quotation 
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is extracted from a report dated August 25, 1952, prepared by the Housing and 
Home Finance Agency of the Federal Government: 

“Further exploration based on discussions between the consulting engineers 
and the vice-president of the Indianapolis Water Co., discloses that there are 
several other deterring factors to using this outside source in addition to the 
position taken by the town of Lawrence. These factors are: 

(1) The Indianapolis Water Co. is not interested in providing standby serv- 
ice but will only supply water on the basis of total needs, which would result in 
the town of Lawrence abandoning its own water supply. 

“(2) The Indianapolis Water Co. will sell water to the town of Lawrence only 
at the published rates and, based on the statements of the consulting engineers 
and verified by our own engineering department, the cost of delivering purchased 
water to the users would be increased between 30 and 35 percent over and above 
the cost of delivering water produced by the town of Lawrence. This increase 
would, of course, have to be passed on to the consumers and would result in an 
undue and unnecessary burden. 

(3) Control valves, meters, and other equipment necessary in connecting 
with the Indianapolis water supply would cost at least 60 percent of the cost 
of increasing the water supply as proposed in this project, reducing the cost of 
the entire project by less than $12,000.” 

From the above, it is evident that your letter of November 11, 1953, to the 
Lawrence Citizens Committee is in error. Accordingly, you are requested to 
rescind your November 11, 1953, letter, and to furnish the correct and proper 
information. Please furnish a copy of your correcting letter to this office, and to 
each of the recipients of this letter. 

Very truly yours, 
Boyp E. PHELPs, INc., 
A. W. FRrRaPs. 


INDIANAPOLIS, WATER Co., 
Indianapolis, Ind., November 14, 19538. 
Re water supply, town of Lawrence, Ind. 
Mr. A. W. FRAPS, 
Boud BE. Phelps, Inc., 
Pythian Building, Indianapolis, Ind. 

Dear Str: I am in receipt of your letter dated November 12, 1953. In this 
letter you asked me to rescind my letter to the Lawrence Citizens Committee, 
Inc., dated November 11, 1953, in which you said that you had been informed that 
I stated “The Indianapolis Water Co. was not definitely approached to sell water 
to the town of Lawrence until October 30, 1953. My statement actually read as 
follows: “Although there were informal discussions earlier about the Indian- 
apolis Water Co. selling water to the town of Lawrence, we were not definitely 
approached until October 30, 1953, when Mr. Fraps of Boyd EB. Phelps, Inc., con- 
sulting engineer for the town of Lawrence, advised us that the Housing and Home 
Finance Agency had requested the Lawrence Town Board to investigate the 
possibilities of Lawrence buying water from the Indianapolis Water Co. and 
requested that we develop such a proposal.” 

In your second paragraph you pointed out that Mr. Finch, vice president and 
chief engineer of the Indianapolis Water Co., had referred to his discussion with 
Mr. Heger of your organization. Mr. Heger told Mr. Finch that his inquiry 
was off the record because he had not been authorized by the Lawrence Town 
Board to make such inquiry. 

Mr. Finch asked Mr. Heger for data on Lawrence requirements, but he heard 
nothing further from Mr. Heger. In fact, no data upon which we could base a 
proposal were furnished to us until you called at our office on October 30, 1953, 
when we requested additional information which you furnished to us later. 

Mr. Finch also received another off-the-record inquiry from one of the mem- 
bers of the Lawrence Town Board, who likewise failed to furnish data requested 
by Mr. Finch to enable us to determine how we could best serve the town. 

These facts, I think, justify my statement that the Indianapolis Water Co. had 
not definitely been approached to sell water to the town of Lawrence before 
October 30, 1953. 

The statement which you quoted from the August 25, 1953, report of the Hous- 
ing and Home Finance Agency that the Indianapolis Water Co. was not inter- 
ested in providing standby service to the town is essentially true. We are not 
especially interested to invest funds in impounding reservoirs, reserve distribu 
tion and pumping capacities to serve customers who will be interested in our 
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service only when their own fails. Our minimum charges are not sufficiently 
high to warrant making investments in such unproductive facilities. 

Our proposal of November 11, 1953, could have been made at least 18 months 
ago, had Mr. Heger or the town board definitely requested it. A copy of this 
proposal was sent to you, and a copy will be sent to the Lawrence Citizens Com- 
mittee, Inc., as well as the Housmg and Home Finance Agency. In this pro- 
posal you will find that we are offering to make connections to the Lawrence 
system at four locations and to furnish meters and meter pits at these locations 
with no investment by the town to obtain our service, except for an altitude valve, 
should there not already be one on the Lawrence water tank. 

The board of health cross connection protective devices, which would be needed 
should the town‘ desire to maintain its well supply, would also have to be fur 
nished by the town 


° 
We reiterate, until your inquiry of October 30, 1953, we had not been definitely 
approached to sell water to the town of Lawrence. 
Very truly yours, 
G. W. Barpock, Engineering Assistant 
. . 


Fesruary 2, 1953 
Town Boarp, 
Lawrence, Ind. 

GENTLEMEN : Submitted herewith is the engineer's plat for Brookhaven, first 
section 

It is the intention of the ABC Construction Corp. as soon as work is started on 
the local sewer and as soon as the sewers and water mains are laid in this first 
section, to improve all of the dedicated right-of-ways with the exception of 46th 
Street, which is now biack topped, with concrete streets, sidewalks, and roll curbs. 

The pavement will be similar to the profile shown on the Federal Housing 
Administration data sheet SF-3831. This calls for 26-foot pavement with a 
6-inch roll curb, 7-foot parkway, 4-foot sidewalk, and 1 foot to the property line 
The pavement will meet the specifications of a 7, 5, 7 pavement as called for by 
the city of Indianapolis 

After work is started on the sanitary sewer for the town of Lawrence, the ABC 
Construction Corp. will post bond guaranteeing the performance of the streets 
in Brookhaven, first section This bond will be for the engineer's estimated 
umount of cost. Upon completion of the improvements, the ABC Constructio: 
Corp., or the contractor completing the work, will post with the town board of 
Lawrence, Ind., a maintenance bond in the amount not to exceed 10 percent of 
the performance bond to guaranty the maintenance on the improvements for a 
period of 3 years from completion 

If the above-mentioned plat is accepted by the planning and zoning board of 
the town of Lawrence, and the town board of Lawrence properly signs the plat, 
the plat will be recorded for taxation and the above bonds will be posted with the 
town clerk of Lawrence within 5 days after the sanitary sewer is started and the 
ABC Construction Corp. is assured that the entire addition of Brookhaven will 
be supplied with water and sanitary sewage facilities. ” 

I trust that the above arrangement meets with your approval. I remain 

Sincerely yours, 


JOHN E. Bauer, President. 


Accepted this day of February 1953, by town board of Lawrence 
(The plat will not be recorded until the bond is posted.—.J EB.) 


G. G. SKELTON & ASSOCTATES, 
Indianapolis, Ind., June 18, 1951. 
lo the Town Board, Town of Lawrence, Ind. 

GENTLEMEN: We have examined the accounting records of the municipal water 
utility of the town of Lawrence, Ind., from January 1, 1950, to March 31, 1951. 
We have reviewed the system of internal control and the accounting procedures 
of the utility and, without making a detailed audit of the transactions, have 
examined or tested accounting records of the utility and other supporting evi- 
dence by methods and to the extent we deemed appropriate. 

Our examination was made in accordance with generally accepted auditing 
standards applicable in the cireumstances and included all procedures which we 


onsidered necessary. 
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In our opinion the accompanying statements of income present fairly the results 
of this utility's operations for the period from January 1, 1950, to March 31, 1951 
There is a definite need for a more complete accounting of the transactions of 
this utility. Various recommendations and suggestions are submitted as a part 
of the attached report. 
Respectfully submitted. 
G. G. SKELTON & ASSOCIATES. 


SECTION 1 


Reconcilement of cash from January 1, 1950, to May 31, 1951 
Bank reconcilement, operating fund at May 31, 1951 
Bank reconcilement, bond and interest fund at May 31, 1951 
There is a definite need for a more complete cash control in the handling of cash 
receipts of this utility. The attached schedules in this section disclosed that 
from January 1, 1950, to May 1, 1951, there were deposits of $39.75 in excess of 
cash receipts. 
» We recommend that a customers’ accounts receivable ledger be set up. This 
ledger should carry the customers’ balances at all times showing monthly billings 
and monthly payments of bills. 


MUNICIPAL WATER UTILITY, LAWRENCE, IND. 


CASH RECEIPTS AND DISBURSEMENTS, JAN. 1, 1950-MAY 31, 1951 


Line Per Per 
No | books bank 
1 | Cash on hand, Jan. 1, 1950 $3, 166.18 | $3, 166. 18 


Revenues, Jan. 1, 1950-Mar. 31, 1951 


2 Metered sale ‘ 14, 695. 00 
3 Hydrant rentals 2. 600, 00 
1 Penalties and tap charges 3, 368. 50 





Meter 


23. 00 











t Refund of option payment, 1949 100. 00 
Tot I enu ™) TOF ) ».9 44 
8 Checks, returned by banks and redeposited 0 7 
A 1 bank dey ) *).8 { 
( oO } k dey he receipt ) ( 
il Total adiuste ever Jan. 1, 1950-Mar 51 20, 836. 34 m j 
29 ‘Revenues, Apr. 1 M 1951, deposits 2, 48 
Total cash receipt ys f 
14 Total cash receipts, plus cash on hand (line 1 plus line 13 6. 489. 64 
Disbursements, Jan. 1, 1950-May 31, 1951 
Bank and interest fund 4 4, 500. 00 
* t Materials. ¢ I 9 
Lalh« operation &. OR? 
18 rrustees and legal fees M 
Iv Elect: ic light and power 2. 176. 98 
20) ruck expense and maintenance cs } 107. O8 
Office supplies and expense 24 > 
e 2 Construction, materials ; 
23 Construction, labor 1 78 
24 Construction, contract 4. O58 
2 Interest, extension note 4 
Payment, extension note «). O01 
Indiar re income tax 9 
28 Refund ot deposits {advance paymer 
249 M isc nec lrance, advertising and wilt 1 
w April OR TR 
3 Total dishur nts. 23, 91 
31 Cash on hand, May 31, 1951, per books, per bank recon 2 
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BANK RECONCILIATION, OPERATING FUND, AS OF MAY 31, 1951 


Balance per bank, May 31, 1951____-_- a a a Aa eed he As. wis... $2, 803. 90 





Less outstanding checks: 





No. 1046, Oaklandon State Bank = - : ttesasiiaiact cilia intl satiety 5. 00 
No. 1047, Central Supply Co ; " i ies tao ea 145. 83 
No. 1049, L. L. Stone nati ; is titan nlldata ate sinh 77. 00 
Total an 5 - omnia " iia 
Balance per books anaes . . 
Nore.—-Operating fund records maintained by Superintendent E. L. McCoy. 


BANK RECONCILIATION, BOND AND INTEREST FUND, AS OF MAY 31, 1951 


jalance per bank, May 31, 1951 ‘i iil eich . $2, 274 








Less outstanding checks, First National Bank~_-~- Sih nekdingsndnaeente aad 20, 00 
Balance per books ‘ ‘ 2. 254. 53 
NOrE Lond and interest fund records maintained by civil city clerk-treasurer, Leon 


Herr. 


SECTION 2 


Schedule of bond and interest payments 1935 issue. 


Schedule of bond and interest payments 1949 issue 
Schedule of bond and interest payments 1935 and 1949 issues consolidated. 


It is the present practice to transfer periodically from the water utility to the 
bond and interest fund various amounts to insure a continuous balance in the 
bond and interest fund. 

Special Ordinance No. 3, 1949, section 4, subsection C, entitled “Bond and 
Interest Retirement Fund Account,” reads as follows: 

“There shall be credited to and set aside into the bond and interest retirement 
fund account semiannually at least 15 days prior to the first days of April and 
October in each year, such amount of the net revenues of the waterworks as is 
necessary to pay the interest on and principal of the waterworks revenue bonds 
heretoiore issued, or authorized to be issued by this ordinance, which will be 
due and payable on the next succeeding 1st day of April or October, as the case 
may be, plus an additional 10 percent of such requirement.” 

We recommend that beginning with the month of August 1951, this utility 
deposit to its bond and interest retirement fund account $400 each month until 
the end of the year 1954. 

Isy this method the utility will accumulate a surplus in this account to meet 
an emergency and eventually will be complying with the above ordinance. The 
schedule below indicates that by this method at the end of 1954 there will be 
a balance of $3,869.53 in the bond and interest retirement fund account. At 
that time we suggest that the utility operations be reviewed and a new schedule 
of monthly deposits be set up for the years thereafter. 


Balance in bond and interest fund account May 31, 1951 $2, 254, 53 
Recommended deposits of $400 monthly for 41 months 2 16, 400. 00 

18, 654. 53 
Requirement for bonds and interest to Dec. 31, 1954_______- i 14, 785. 00 


Balance Dec. 31, 1954_- ‘ 3, 869.53 
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$23,500 OF 4 PERCENT WATERWORKS REVENUE BONDS ISSUE OF 1935 


| Annual prin- 
| > ir pr 
Bonds out- Principal and 





Line No Dat standing | Principal) Interest interest —o 
payments 
payments 
1 | Oct. 1,1951 | $23, 500.00 |$1, 000. 00 $470. 00 $1, 470. $1. 470.00 
2 ja | Apr 1, 1952 | | 450. 00 450. 00 2 
3 | Oct 1, 1952 22, 500.00 | 1,000.00 | $50. 00 1, 450. 00 1, 900. 00 
4 |} Apr 1, 1953 430. 00 430. 00 
5 | Oct 1, 1953 21, 500.00 | 1,000.00 430. 00 1, 430. 00 1. 860. 00 
6 } Apr. 1, 1954 | 410. 00 410. 00 
7 | Oct 1, 1954 20, 500.00 } 1,000. 00 410. 00 1, 410. 00 1, 820. 00 
8 Apr 1, 1955 390. 00 390. 00 = 
v 9 | Oct 1, 1955 19, 500.00 } 1, 500. 00 390. 00 1. 890. 00 2 220.00 
10 |} Apr. 1, 1956 j 360. 00 360. 00 |_.-- 
Bivins Oct 1, 1956 18, 000. 00 | 1, 500. 00 360. 00 1, 850. 00 2. 220. 00 
12 Apr. 1,1957 | 330. 00 330. 00 
13. | Oct. 1, 1957 16, 500.00 | 1, 500. 00 330. 00 1, 830. 00 2 160.00 
14. |} Apr. 1,1958 300. 00 300. 0 = 
15 Oct 1, 1958 15, 000.00 } 1, 500.00 300. 00 1, 800. 00 2 100. 00 
. 7, . 
16 Apr. 1, 1959 270. 04 270. 0 
17 Oct 1, 1959 13, 500.00 (| 1, 500. 00 270. 03 1, 770. Of 2 040. 00 
18 |} Apr. 1, 1960 } 240. 00 2140. 00 Ls 
19 | Oct 1, 1960 12, 000.00 | 1, 500. 00 210. 00 1, 740, 00 1. 980. 00 
20 | Apr. 1, 1961 210. 00 210. 00 
21 | Oct 1, 1961 10, 500.00 } 1, 500.00 210. 00 1, 710. 00 1. 920. 00 
22 } Apr 1, 1962 |-- . 180. 00 180. 00 - 
4 | Oct 1, 1962 9, 000.00 | 2,000, 00 180. 00 2. 180. 00 2, 360. 00 
Apr 1, 1963 |. 140. 00 140. 00 
25 Oct. 1, 1963 7, 000. 00 | 2, 000. 00 140. 00 2, 140. 00 2, 280. 00 
26 | Apr. 1, 1964 100. 00 100. 00 
i Oct 1, 1964 5, 000.00 | 2, 500.00 | 100, 00 2, 600. 00 2, 700. 00 
ina Apr. 1,1965 50. 00 50. 00 
29... | Oct 1, 1965 2, 500. 00 2, 500. 00 50. 00 2. 550. 00 2. 600. 00 
30 Total | adeeseosasate jee ../ 23, 500. 00 8, 190. 00 31, 690. 00 31, 690. 00 
$68,000 OF 34-PERCENT WATERWORKS REVENUE BONDS, ISSUE OF 1949 
Col. a Col. b Col. ¢ Col. d Col. e Col. f 
l Oct 1, 1951 $68, 000. 00 0 $1, 105. 00 $1, 105. 00 
2 Apr 1, 1952 68, 000. 00 0 1, 105. 00 1, 105. 0 $2, 210. 00 
3 Oct 1, 1952 1, 105. 00 1, 105. 00 
4 Apr 1, 1953 68, 000. 00 0 1, 105. 00 1, 105. Of 2, 210. 00 
5 Oct 1, 1953 1, 105. 00 1, 105. 00 
6 Apr 1, 1954 68, 000. 00 0 1, 105. 00 1, 105. 00 2, 210. 00 
7 Oct 1, 1954 1, 105. 00 1, 105. 00 a 
s Apr 1, 1955 68, 000. 00 0 1, 105. 00 1, 105. 00 2 210.00 
9 Oct. 1, 1955 1, 105. 00 1. 105. 00 
10 Apr. 1,1956 | 68,000.00 |$1, 000. 00 1, 105. 00 2, 105.00 3, 210. 00 
ll Oct. 1, 1956 1, O88. 75 1. O88. 75 
12 Apr 1, 1957 67, 000. 00 1, 000. 00 1, OSS. 75 2, O88. 75 3, 177. 50 
13 Oct 1, 1957 1, 072. 50 O72. 5 
14 Apr 1, 1958 66, 000.00 | 1, 000.00 1,0 ‘ 2 O72. i 145. 00 
oo 15 Oct 1, 1958 1, 056. 25 1, O56. 2 
16 Apr 1, 1959 65, 000.00 | 1,000. 00 1, 056. 25 2 O56. 25 3 112. 50 
17 Oct 1, 1959 1, 040. 00 1. 040. 00 
18 Apr. 1,1960 64, 000.00 | 1,000.00 1, 040. 00 2 040. 00 , O80. 00 
19 Oct. 1, 1960 1, 023. 75 1, 75 
20 Apr 1, 1961 63, 000.00 | 1, 000. 00 1, 023. 7 2, 023. 7 3, 047. 50 
21 Oct 1, 1961 1, 007. 50 1. Oo { 
” ¢ 22 Apr 1, 1962 62, 000.00 | 1,000.00 1, 007. 50 2 007. 50 3, 015. 00 
23 Oct 1, 1962 991. 25 991. 25 
24 Apr 1, 1963 61, 000.00 | 1,000.00 991. 25 1, 991. 24 2, 982. 50 
25 Oct 1, 1963 975. 00 975 00 
26 Apr 1, 1964 60, 000.00 | 1, 000. 00 975. 00 1, 975. 00 2, 950. 00 
27 Oct 1, 1964 ® O58. 75 
28. Apr. 1, 1965 59, 000.00 | 1,000. 00 1, 958. 75 2. 917. 50 
29... Oct 1, 1965 942. 50 
30 Apr. 1, 1966 58, 000.00 | 3, 000. 00 942. 50 3, 942. 50 4, 885. 00 
31 Oct 1, 1966 | $93. 75 893. 75 
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$68,000 OF 3!144-PERCENT WATERWORKS REVENUE BONDS, ISSUE OF 1949—Continued 














Col. a Col. t Col. « Col. d Col. ¢ Col. f 

39 Apr 1, 1967 55, 900. 00 4, 000. 00 4,787. 50 
23 Oct 1, 1967 
34 Apr 1, 1968 52,000.00 3, 600.00 4, 690. 00 
3 1,1 
36 l 000. 00 2 000. 00 3, 592. 50 
7 ] , 000. 00 2, 000. 00 
38 l , 000.00 2,000. 00 5, 495. 00 
39 l, 3, O00. 00 2, 000. 00 
40 ] , 000.00 | 2, 000. 00 5, 365. 00 
{ l, 000. 00 2, 000. 00 
42 & 000. 00 2 000. 00 6, 00 
43 1,1 $5, 000. 00 2, 000. 00 
44 ) 33, 000.00 2, 000. 00 5, 105. 00 
Rete . 000. 00 2. 000. 00 
4 1,1 000. 00 2 000. 00 4,975. 00 
47 ] 000. 00 2. 000. 00 
42 A: 000.00 3,000. 00 5, 845. 00 
49 l 000. 00 2 000. 00 
yy) 1, 000.90 3,000.00 5, 682. 50 

1 ON), OF 2 O00. 00 2 

1 000. 00 3, 000, 00 3 75 5, 520. 00 
5 l 000. 00 2. 000. 00 195. 00 2, 195. 00 
54 1 000.00) 3, 000. 00 162. 50 3, 162. 50 5, 357. 50 
BS l, 000. 00 2, 000. 00 113. 75 2 113. 75 
Be c 5, 000. 00 3.000. 00 81. 25 3 25 5. 195.00 
57 l 000. 00 2.000. 00 32. 50 2 AD 2. 032. 50 
2 Total 68. 000. 00 45, 240. 00 113, 240. 00 113, 240. 00 


CENT WATERWORKS REVENUE BONDS, ISSUE OF 1935, AND $68,000 OF 
ERCENT WATERWORKS REVENUE BONDS, ISSUE OF 1949 























1 Oct 1 1041 $91,500 $1,009.00 $1 00 $2 00 
2 Ay 1, 1952 91, 500 1, 555. 00 1,5 
Oct 1, 1952 90, 500 1, 000. 00 1, 555. 00 2 4,110.00 
j Al 1, 1953 90. 500 l 00 l 
Oct 1, 1953 st W 1, 000. 00 1 00 2 5 4,070. 00 
f AT 1, 1054 80, 500 4 00 1, 515.00 
7 On 1, 1954 RR. SOD 1, 000. 00 1.515. 00 » Fl on 4,030. 00 
. Ap 1, 1955 RR. AOD 1, 495. 00 1, 495. 00 
) Oct 1, 1955 7, 500 1, 500. 00 1, 495. 00 2, 995. 00 4, 490. 00 
1 Apr 1, 1956 R7, 1, 000. 00 1, 465. 00 2, 465. 00 
1] Oct 1, 1956 86, 000 1. 500. 00 1. 448. 7 2 948. 75 5 413. 75 
12 Apr 1, 1957 85, 000 1, 000. 00 1,418.7 2, 418 
1 Oct 1. 1957 g3. 500 1, 500. 00 1, 402. 50 2 902. 50 §, 321. 25 
{ Apr 1. 1958 R2 500 1, 000. 00 1, 372. 50 2, 372. 50 
Oct 1 15S RI. OM 1, 500, OO 1, 356. 25 2 R56. 25 228. 75 
f Apr l 959 s ct 1, 000. 00 1, 326. 25 2 326, 2 
Oct 1959 8, 5OO 1, 500. 00 1, 310.0 2, 810. Of 5, 136. 25 
8 Apr 1,19 7 W 1, 00 ”) 1, 28 2, 280. 00 
Oct 1, 19¢ 76, 00) 1, 500, OF 26 2 3.7 5.043. 75 
2 Ap 1,19 75, OO 1, 000. 00 1, 253.7 2, 2 7 
2 Oct 1, 1961 7 yi) l 0.00 ] 7. 50 ) 4951. 25 
2 Apr 1, 1962 72, 500 1, (OD, O l ) 
; O¢ 1, 1962 71, 00 2? 000. 00 2 ; ) 358. 75 
Ap 1, 196 f Om 000. 00 ) 2 9 
9 Ti 1, 19 8, O11” 2.000. 00 ] ) ) 5, 246. 25 
Mi Apr 1, 1964 66.000 | 1,000.00 7 ) 
2 Oct 1. 1964 é 0 | 2 500.00 1. 058 x . 6 75 
s AT l t > O00. OF 1, OOS 2 s 
) Oct l ) f L 2, 500, 00 992. Al 192 ) 5, 501. 25 
AQ 1, 1966 & O00 000. 142. AD + 942 ) 
O 1, 196) Q () 893. 75 R93. 7 4, 836. 25 
AT 1, 106 O00 4, 000. 00 R03 R93. 75 
Oct 1, 1967 MM 4 0 B45, OF 4.738. 75 
i Apr 1, 1968 2, 00 0. 0 845. 00 845. 0 
5 Oct 1, 1968 2, OO) 796. 2 i, 2 1, 641. 25 
( AT 1, 1969 49, OM 2, 000.0 796. 2 2 2 
Oo ] "ny 17. 000 2 O00. 00 763. 7. ? 7 560. 00 
& Ar ] 17 4 mM 2, OO ¥) 721 9 2 731.3 
) Oct 1 7 43. OOM 2.000, 00 698. 75 2 698. 75 5, 430. 00 
4 AY ] 41.0) 2. 000. 0 666. 2 2. 666. 2 
{ Oct 1, 1971 0 OK 2 O00. 00 633. 7 2. 633. 75 5. 300.00 
42 Ay 2 Ky 2 O00. ( 601. 2 2 691.2 
4 Oct 2 ") 2, 000. 0 68. 7 2, 568. 7 », 170. 00 
14 Apr 19 My ? O00. 0 $6. 2. 2, 536. 2 
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$23,500 OF 4-PERCENT WATERWORKS REVENUE BONDS, ISSUE OF 1935, AND $68,000 OF 
344-PERCENT WATERWORKS REVENUE BONDS, ISSUE OF 1949—Continued 








Col. a Col. b Col. e Col. d Col. e Col. f 
45... Oct. 1,1973 31,000 | 2,000.00 $503. 75 $2, 503. 75 $5, 040. 00 
46 Apr. 1, 1974 29,000 | 2, 000. 00 471. 25 2, 471 
47 Oct. 1, 1974 27,000 | 2, 000. 00 438. 75 2. 438. 7! 4, 910. 00 
48 Apr 1, 1975 25,000 | 3, 000. 00 406. 25 3, 406. 25 
49 Oct 1, 1975 22,000 | 2,000. 00 357. 5O 2, 357. 50 5, 763. 75 
50 Apr 1, 1976 20, 000 | 3,000. 00 325. OO 3, 325. 00 
51 Oct 1, 1976 17,000 | 2,000. 00 276. 25 2, 276. 25 5, 601. 25 
52 Apr. 1, 1977 15,000 | 3, 000. 00 * 
53 Oct. 1, 1977 12,000 2,000. 00 5, 438. 7 
54 Apr. 1, 1978 10, 000 3, 000. 00 
55 Oct. 1,1978 7,000 | 2,000. 00 113 5, 276. 25 
56 Apr. 1, 1979 5,000 | 3,000. 00 81 
57 = --.--| Oct. 1, 1979 2,000 | 2, 000. 00 32 5, 113. 75 
58 Total... gh eatin 91, 500.00 | 53, 430. 00 144, 930. 00 | 144, 930. 00 
59 AVOTORS PONG oo actwsckctvcccuce ai so 3, 210. 53 1, 874. 74 5, 085. 27 | 5, 085. 27 


SECTION 3 


Income statement for 3 months ended March 31, 1951. 
Income statement for the year 1950. 
Income statement for 12 months ended March 31, 1951. 

Based on present rates the net income available to the utility after deducting 
the average annual requirement for bonds and interest is $954.81 as shown on 
page 18. 

The accounting records of this utility are limited to cash receipts and cash 
disbursement records and consequently it is impossible to prepare a balance 
sheet from said records. 

Other than current payables there is no evidence of indebtedness other than 
the 2 bond issues outstanding as shown in section 2, except a $500 note that 
was outstanding at May 31, 1951. 


55245~ 54——-138 
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Income statement for 3 months ended Mar. $1, 1951 


























Line > i . .| Per books 
No. Per books | Adjustments adjusted 
Operating revenues: 
1 Metered sales . 20 1 —$1. 50 $3, 755. 70 
2 Hydrant rental. 4 2 650. 00 650. CO 
3 EROS COR CES 3. 07 § —612. 55 93. 52 7 
4 Total operating revenues 53. 27 35. 95 4, 499. 22 é 
Operating expenses: 
Power and pumping expense: 
5 Power and pumping supplies..................]--...-- salatlhesuubnbebetbwel eduadsl 7 
6 Power and pumping labor.................-..- | | y Seetoneenateate: 223. 75 * ? 
7 Electric power purchased --............-.-- Se Bl iseseccumenss 443. 98 
8 Total power and pumping expense. -__......-- fe 667. 73 
YW I a ac icaeeememmen 15. 00 15.00 
Distribution and transmission expense: ¢ 
10 Distribution and transmission supplies... ...- i ietenainiens .81 
1l Distribution and transmission labor........... 724. 75 724. 75 
12 Total transmission and distribution ex- 
ac cireddekinticvidrcunanemietbituity 725. 56 725. 56 
Customers accounting and collecting expenses: 
13 4 ee ee sickening . EE Ant ninhe nines 93. 50 
14 Collections... 45. 00 -morpoa = 45. 00 
15 Supplies -. 81. 63 81. 63 
16 Total customer accounting and collection 
nh Sein diewidiernbawnmnitinkintes SEE Renewasetnecceee 220. 13 
Administrative and general expense: 
17 Office salaries. .............. nsaciepaledacuitilirnidccdindiay 150.00 |...... il 150. 00 
18 CO), eee Sewenpenenenwen | awe weneee - £75.00 | 75, 00 
19 EI a eee ~ 450.00 | 50. 00 
20 I otc ebadetens popecedbdntiadackiliests ‘ - 
21 EE. 5s kien ncdinewee athe biel odin inate - 
22 Truck expense. -..............-- nabiingsiepll 1. 90 licntdedessecen 48.74 
23 Miscellaneous. .......--.-- . caee ‘ae 47.89 ie eee 47.89 
24 Total administrative and general expenses_-- 246. 63 4 125. 00 371 
25 Indiana gross income tax-- ee 42.23 |...... 2 
26 Total operating expenses..................---..- 1, 917. 28 125. CO 2, 042. 28 
27 Net operating income.-..--... hehihinvataaltiaoe 2, 545. 99 —89. 05 2, 456. 94 
— = = = —- — oe 
Income deductions 
28 Interest on extension note. -. scatiiraanwhéaes asiadnnleds ; 
29 Interest on long-term debt 787. 50 787. 50 
30 Total income deductions. . 787. 50 787. 50 
31 Net income 1, 758. 49 —89. 05 1, 669. 44 ; 
- -—— —_—— ’ . 
1 Adjustments for refunds of advance payment—metered sales 
23 months’ municipal hydrant rental at $2,600 per year—payable by civil city—June 30, 1951. 
?Tap charges included in operating revenues—should be contributions in aid of construction (balance 
sheet item) 
« Accrued expense for trustee salary and legal expense. 
, . 


Note.—No provision is made for depreciation. 
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Income statement for year ended Dec. 31, 1950 

















ut Year ended Dec. 31, 1950 
di, 
t Line | = _ T 4 
No. or b 
| Per books | Adjustments} Per books 
adjusted 
Operating revenues 
1 | Metered sales $10, 937. 89 1—$3. 00 $10, 934. 89 
2 | Hydr nt rental 2. 600. 00 E, 2 600. 00 
3 Miscellaneous 2, 808. 9S — 2, 460. 38 348. 60 
q | Total operating revenues...............-...-..- 16, 346. 87 — 2, 463. 38 13, 883. 49 
| Operating expenses: | 
ge Power and pumping expense: | t 
f . : } “ 
5 Power and pumping supplies | BE tancratead aoe 6 9 
‘ 6 Power and pumping labor__. | 901. 25 | 25 
7 Electric power purchased 1, 352. 47 47 
. _ SE _ eee | eee —— 
8 | Total power and pun ping expense . 2, 264. 65 5 : 2. 264. 65 
% 9) Purification expense: Purification supplies 98. 45 OS. 45 
Distribution and transmission expens« | 
10 | Distribution and transmission supplies__. 222. 64 i 222 64 
is ll | Distribution and transmission labor__. 2, 130. 25 2, 130. 25 
12 Total transmission and distribution expense 2, 352. 89 2 352. 89 
# Customers’ accounting and collecting expenses: 
13 | Meter reading... 167. 00 167. 00 
i 14 Collections 389. 50 389. 50 
15 | Supplies 153. 45 153. 45 
16 | Total customer accounting and collection ex- | 
| pense 709. 95 ion 709. 95 
} Administrative and general expense: 
17 Office s laries 600. 00 600. 00 
18 Trustee’s salary 300. 00 $00. OO 
19 Legal expense 200. 00 200. 00 
20 | Insurance 20. 00 20. 00 
21 Advertising 16. 50 sii i 16. 50 
22 Truck expense 144. 03 144. 03 
23 Miscellaneous 54. 31 } 54. 31 
¥ ences Beis coe 
24 | Total administrative and general expense 1, 334 ad } 1, 334. 84 
25 Indiana gross income tax 135. 135. 36 
26 | Total operating expenses. a 6, 896. 14 6, 896. 14 
27 | Net operating income 9, 450. 73 — 2, 463. 38 6, 987. 35 
Income deductions: 
28 Interest on extension note--.- 98.45 |.. | 98. 45 
29 | Interest on long-term debt. - - - 3, 180. 00 } 3, 180. 00 
30 Total income deductions 3, 278. 45 3, 278. 45 


31 Net income 3, 708. 90 


| 


2, 463. 38 | 


1 Adjustments for refunds of advance payment, metered sales. 
? Tap charges included in operating revenues; should be contributions in aid of construction. 


(Balance 
sheet item.) 


Note.—No provision is made for depreciation, 


> 
» | 
to 
a 
|| 
| 
| 
| 
| 
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Income statement for 12 months ended Mar. 31, 1951 (per books adjusted) 


Line 
No. Amount 


Operating revenues 


1 Metered sak ; j : abe . $11, 741. 40 
2 Hydrant rental : . m 2, 600. 00 
3 Miscellaneous - . iene . 179. 97 
4 Total operating revenues - --- . intel theipsagidiitinddcot banca penis 14, 521. 37 

Operating expenses a. 
5 | Power and pumping.-..-. pitaienearn ‘ cinncnbcnitenearatenivadededbddalaadtal 2, 411. 72 
6 Purification ‘ ; — ihbbsamipnknbnbubhnbh ee ebeeiiaewas | 73. 90 
7 Distribution and transmission-. ccequsuaninrenpnegunsepebiennotenas 5 2, 220. 13 
8 Customers accounting and collections.........--- seiiaictaalactnaiaeal pennceme eat 588. 00 
9 Administrative and general_-- ; io bi aiken banat cade 1, 533. 69 
10 | Depreciation, estimated ..............- echehindiaets ms behesaebiat 11, 500. 00 
1l Taxes a peee ninwiarindies Secale Seeccgbkbuessebnmnbubbtbhanks | 153. 85 
12 Total operating expenses.............- oes Senielbdsintahinatiebil tnardodegecea tate aan 8, 481. 29 
13 CP Ee peaisisehiekeaanesipes tun 6, 040. 08 

Income deductions: : i 
14 | Interest on note._..-. ite tetas hentia hdiieas’ kbd hed ed destin’ 98. 45 
15 Transfers to bond and interest fund.........-. eel a 2 3, 000. 00 
16 | RE CN CANINE oo ciitccinecesntnecaitnnsendndos Suduiehete ‘ehietciesiedtie 3, 098. 45 
17 Pete GUN inks cctckcdeecce on Jub Rt eee aaenewy mie 2, 941. 63 


1 Plant records are not maintained by the utility and no provision is made for depreciation. The esti- 
mated depreciation here is based on 14% percent of $100,000. The aggregate of the 1935 and the 1949 bond 
issues was $100,000. This provision for depreciation is definitely an estimate. 

2 This amount is not the actual bond interest and/or payments. This is the amount transferred from 


water utility to the town clerk-treasurer for deposit in the bond and interest fund. 


Net income available to utility (at present rates) 


Peek SUP RTI SOONe ‘GINO 1G, De 27) nace $6, 040. 08 
Less—average bond and interest requirement (line 59, p. 11)--------_ 5, O85. 27 
Net income available to utility after bonds and interest______._______ 954. 81 


SECTION 4 


Schedule of present and proposed rates 
Pro forma income statement giving effect to revenue from proposed rates 


As shown on line 1, on page 18, based on 12 months ended March 31, 1951, the 
net operating income of this utility was $6,040.08, After deducting the average 
bond and interest requirement, line 2, on page 18, the net income available to the 
utility is $954.81. 

It is our belief that the amount of $954.81 is not sufficient to insure that this 
utility can be maintained in a sound and physical condition. We have, therefore, 
recommended that this utility increase its rates to produce approximately $3,000 
more revenue annually. The estimated effect of increased rates, and the result 
therefrom, is shown on page 22 of this section. 
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Present and proposed rates 


Within corporate limits, minimum 
%{-inch meter and t 
J-inch meter 
14-inch meter 
144-inch meter 





?-in« meter 
s-inch meter 
4 meter 
6 meter 


Ist 5,000 gallons 
Next 5,000 gallons 
Next 10,000 gallons 
« Next 30,000 gallons 
Next 50,000 gallor 
Over 100,000 gallons 





Outside corporate limits, minimum 
%{-inch meter and under 


l-inch meter 
14-inet eter 
1\<-inch me 
iT meter 
-inc! ter 





4-11 meter 


Ist 5.000 gallons 
Nex M) ll 
Next 10,000 gallon 
Ne¢ 1000 ] S 
Ni 

Over 100,01 ions 


2-inch attac 
3-inch attact 
4-in¢ att 








6-inch attachment 





Present 
rates 


193 


Proposed 
rates 


Per month 


$1. 50 $ 


3. 50 
5. 00 
7. 00 
10. 00 
15. 00 
20. 00 
4( OO 


Per thousand 
gallons 
$0. 40 


28 ~~) 
25 0 
18 20 
15 15 
Per month 
1. 60 $2. 00 
4.00 
5. 00 
7.00 
10. 00 
15. 00 
20. 00 
40. 00 
Per thousand 
galions 
$0. Ht 
& 40) 
0 
Per annun er annum 
$75. 00 $75. 00 
). 00 
12.00 
24. 00 
48. 0O 
¥6. OO 
120. 00 
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Recapitulation of consumption study —Proposed rates applied 

















~_ a. Gallons | Rate | Amount 
il | 
Within corporate limits 
1 Minimum : ee | 508 0| $1.75 $889. 00 
2 Ist 5,006 | 0 |} 35, 000 | .40 14. 00 
3 Next 5,000 ; 7 sonatas | 1] 31,980} .35 11.19 
4 Next 10,00 0} 60,000 | . 30 18. 00 
5 Next 30,000 3 | 132, 550 | . 25 33.14 
6 Next 50,000 0 | 150,000 . 20 30. 00 
7 | Over 100,000 3 559, 390 15] 83. 90 
| —_ ——— 
8 Total 5 iene cl Seine ie 515 | 968, 920 | | 1,079 23 
Outside corporate limits | | | 
9 Minimum a . oe 7 4 7. 55 0; 2.00 110. 00 
10 Ist 5,000 ce : 0 5, 000 | . 50 | 2. 50 
ll Next 5,000 ia : s 0 | 5, 000 | . 40 2.00 
12 Next 10,000__. 7 ee ¥ if l 2, 800 | 35 . 98 
13 Next 30,000___ es ns oe | 0 0 . 30 0 
i4 Next 50,000 EES si 2 0 0 25 0 
15 Over 100,000__.. P ‘ ss ' ‘ 0 0 . 20 0 
16 Total a eee — : 56 SCID Bac aiekaies 115. 48 
17 Grand total a 2 571 981, 720 oseeel Ag aeen 
18 | Annualized (multiplied by 12) : -12 
19 | Estimated annual consumer revenues at proposed rates, 
based on consumer study as of Apr. 1, 1951_._..........---|-.---- Hissnvadndcisinecanan 14, 336. 52 
20 | Hydrant rental for year ended Mar. 31, 1951 ms Sadi a tintee a 1 eee 
21 | Miscellaneous revenues for year ended Mar. 31, 1951 lsat 5 sa ioanlediae 179. 97 
22 | Estimated annual revenues (on above bases) .......-.--.---|------ 17, 116. 49 


Pro forma income statement (giving effect to revenues from proposed rates) 




















Line 
No. , 
I a sc nati i ciieaicinaanio ania ticeio $17, 116. 49 
« . 2 » «€ 
i nn I go cc ob dinitrate ane 8, 496. 39 
3 Net operating income___---~- 8, 620. 10 
se ~ oF 
ee I Soe cic wemonne 5, OSS. 27 
5 Net income available to utility.-____...._.._.---.-..- 3, 534. 83 
NOTE See the following: 
. ietimeted suuunl revenues, Mane 22, wm. B).nnccncncenecmectcncoens $17, 116. 49 
Be een erneinnr meD  TEING OO  sceaceiecaeahnreneein eh depibnabat uma Ome ane 8, 481. 29 
Add; Estimated increase in Indiana gross income taxes, due to in- 
I cea ane miele ele Se 15.10 
8, 496. 39 
’ Average bond and interest requirement over life of 2 bond issues, 
oe ee) eee i tte halt hematite acrid eek Gaiddndlctease 5, O85. 27 
SECTION 5—GENERAL COMMENTS AND RECOMMENDATIONS 
As we have pointed out in section 1, there is a need for accounting controls 
in the handling of cash. There is no evidence from January 1, 1950, to May 31, 
1951, of any misuse of cash, however, cash receipts are haphazardly handled and 
deposits are not reconciled to receipts. Apparently no individual is specifically 
responsible for the handling of cash receipts. In questioning personnel we were 
informed that when cash deposits did not agree with the cash receipts the differ- 
ence was made up by the superintendent This sort of procedure is not in con- 
formance with good accounting practice but we take the position that the initial 


step to remedy the situation is a management problem. 
We suggest that the board, if it so desires, might follow the policy of many 
other utilities of comparable size and arrange to have some local business or 
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office to make collection of water bills. In many communities certain types of 
business are happy to render this service to increase their own traffic and create 
good will. However, this again is a management problem. 

It seems reasonable to believe that this utility is losing considerable revenue on 
numerous customers due to the fact that either the meters are not read monthly 
or that the customer is not metered. This situation, we believe, is a management 
problem. 

In addition to the previous comments made in the various sections of this 
report, we recommend that this utility set up in a separate bank account a de- 
preciation fund account. To this account we recommend that the utility deposit 
a minimum of $125 monthly, making an aggregate of $1,500 annually. This 
amount would represent the estimated depreciation which is a conservative 
amount. In the future any capital expenditure or any item that would be charged 
to plant accounts could be paid from this fund and would insure to some extent 
that this utility would not be liquidated but that the investment would, in effect, 
continue to be perpetuated as the plant is worn out and retired. It would be 
highly desirable if the board could see fit to take steps to establish the original 
cost of this plant and place same upon its books at the earliest possible date. 
Determination of original cost, we believe in this case, is primarily an engineering 
project. 

We suggest that the board employ a bookkeeper, which incidentally could be on 
a part-time basis, that will maintain the records of this utility so that accounting 
reports can be taken from such records at any date desired by the board or the 
utility’s creditors. It should be borne in mind that the best accounting system 
is absolutely worthless unless same is properly followed and maintained. 

In general, it is desirable that this utility completely revise its accounting 
system, its accounting controls, and make preparation to maintain and perpetuate 
its accounting records in accordance with accepted accounting requirements as 
prescribed by the Public Service Commission of Indiana. 


[Human Events, Wednesday, September 30, 1953, Washington, D. C.] 


INDIANA Story 





The individualistic Hoosiers have produced an example—probably unique in 
our history—of a community protest against taking a Federal grant of money. 

On September 20, telegrams bearing signatures of 44 property owners went 
from Lawrence, Ind., to Attorney General Brownell, Senators Jenner and Cape- 
hart, and Albert M. Cole, Administrator of the Housing and Home Finance 
Agency, protesting a Federal grant of $124,800 to the town, as well as a loan of 
$56,000. The money would be used in paying for water mains and laterals in a 
new development of 1,383 houses. (The Federal Government “gets into the act” 
because the locality is contiguous with Fort Benjamin Harrison, a “defense 
area.) These property owners claim that the expense of this water system 
should be financed by the builders, and could be done so at considerable savings 
to the community. The Lawrence town council is behind the grant and loan 
transaction. 

Mr. William J. McGhee, a member of the Lawrence Planning and Zoning Board 
says: “While this money may be regarded as a gift to Lawrence, it is still publie 
tax money. If similar grants were refused by 15 or 20 of these communities, the 
taxpayers would save enough money to build a wing of airplanes, or to buy a 
badly needed radar station. To effect economies, Federal spending must be 
stopped at the grassroots. This is the way to get tax reduction. The people of 
the country voted for a new broom last election. The broom is not sweeping 
clean. It is acting like a rake with several teeth missing. Holdover civil-service 
appointees still seem to be spending the taxpayers’ money.” 

In the telegram to Attorney General Brownell, the Senators, and Mr. Cole, 
the Lawrence taxpayers expressed confidence that a Federal investigation would 
show that this grant is squandering the taxpayers’ money. “If the taxpayers are 
to have any relief, questionable projects of this kind must be eliminated. We 
suggest that a thorough investigation must be made to protect both the taxpaying 
citizens of Lawrence and the taxpayers of the United States of America.” 
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IN THE UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF INDIANA 


INDIANAPOLIS DIVISION 


Wru1AM J. McGuee v. Housinc AND HoME FINANCE AGENCY; ALBERT M. COLE, 
ADMINISTRATOR OF THE HOUSING AND HOME FINANCE AGENCY; BOARD OF TRUS- 
TEES OF THE TOWN OF LAWRENCE, IND.; WATER BOARD OF TRUSTEES OF THE TOWN 
or LAWRENCE, INp.; Rogert L. KNox, CLeERK-TREASURER OF THE TOWN OF Law- 
RENCE, IND. 


COMPLAINT FOR RESTRAINING ORDER, PRELIMINARY INJUNCTION AND PERMANENT 
INJUNCTION 


Comes now the plaintiff and for cause of action against the defendants and 
each of them alleges and says that: 

1. Plaintiff is a bona fide resident of the town of Lawrence, Ind. As such 
resident he benefits from and pays tax and utility service charges to support the 
public municipal facilities of the said town of Lawrence and more particularly 
the waterworks of the said town. 

2. That plaintiff brings this action as a taxpayer and as a water-utility user; 
that tax money is expended by the town of Lawrence for rental of fire hydrants 
from the municipally owned waterworks known as the Lawrence Waterworks, 
which rental is a source of revenue to said waterworks. 

3. This action arises under Public Law 139, chapter 378, 1st session of the 
S2d Congress as amended entitled “An Act to Assist the Provision of Housing 
and Community Facilities and Services Required in Connection With the National 
Defense,” as hereinafter more fully appears. The matter in controversy exceeds, 
exclusive of interest and costs, the sum of $3,000. 

4. That this action is also brought pursuant to the Federal Administrative 
Procedure Act, title 5, U. 8. C. A., section 1009. 

5. The defendant Housing and Home Finance Agency is a duly constituted 
Federal agency created by Congress. 

6. That defendant Housing and Home Finance Agency acting by and 
through defendant Albert M. Cole, Administrator of said agency, have offered 
to grant to the defendant Board of Trustees of the Town of Lawrence, Ind., the 
sum of $177,000 together with a loan of $87,000 to said defendant for the 
purpose of extending a water system in the town of Lawrence, Ind. 

7. That pursuant to acts of 1933, chapter 235 of the General Assembly of the 
State of Indiana, defendant Board of Trustees of the Town of Lawrence, Ind., 
passed town ordinance No. 37 by virtue of which was established defendant 
Water Board of the Town of Lawrence, Ind., as a separate political subdivision ; 
that said chapter 235 of the acts of 1933 read in part as follows: 

“In connection with the duties devolving upon such board as aforesaid, it 
shall have full power as follows: 

3. To design, order, contract for and construct a waterworks system, or any 
part thereof, now or hereafter necessary, and to make, construct, alter and build 
additions, extensions and betterments thereto, within such water district. 

5. To furnish an adequate supply of water to consumers thereof within such 
water district; to fix rates and collect water rentals therefor, pay all necessary 
expenses of operation, construction, alteration, and building of such waterworks 
system, parts thereof, additions, extensions, and betterments thereto, purchase all 
necessary supplies and equipment; to issue and sell bonds therefor, appoint and 
employ all necessary officers, agents, attorneys, engineers and employees, and 
perform such other duties as will tend to bring about an efficient and economical 
administration of such waterworks system. 

9. To make and enter into any and all contracts, in the name of such city, 
without ratification thereof by any other board, body or officer of such city, 
such as are necessary to effectuate the purposes of this act except as otherwise 
provided herein.” 

8. That the offer of said Housing and Home Finance Agency has not been 
accepted by the Water Board of the Town of Lawrence, Ind. 

9. That the aforesaid grant and loan proposed by said defendant agency has 
been made by said defendant pursuant to the terms and provisions of Public 
Law 139 of the 82d Congress, as amended, 1st session (title 42 F. C. A.) 
section 108 of said public law provides: 

“Sec. 108. In order to assure that community facilities or services required in 
connection with national defense activities shall, wherever possible, be provided 
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by the appropriate local agencies with local funds, in any area which the 
President, pursuant to the authority contained in section 101 hereof, has declared 
to be a critical defense housing area: 

“(a) No loan shall be made pursuant to title III of this act for the provision 
of community facilities or equipment therefor required in connection with na 
tional defense activities in such area unless the chief executive officer of the 
appropriate political subdivision certifies, and the Housing and Home Finance 
Administrator finds, that such facilities or equipment could not otherwise be 
provided when needed: 

“(b) No grant or other payment shall be made pursuant to title III of this 
act for the provision, or for the operation and maintenance, of community facili 
ties or equipment therefor, or for the provision of community services, required 
in connection with national defense activities in such area unless the chief 
executive officer of the appropriate political subdivision certifies, and the Housing 
and Home Finance Administrator finds, that such community facilities or serv- 
ices cannot otherwise be provided when needed, or operated and maintained, 
as the case may be, without the imposition of an increased excessive tax burden 
or an unusual or excessive increase in the debt limit of the appropriate local 
agency; and 

“(c) No community facilities or services shall be provided, and no com- 
munity facilities shall be maintained and operated, by the United States di- 
rectly except where the appropriate local agency is demonstrably unable to 
provide such facilities and services, or to maintain or operate such community 
facilities and services adequately with its own personnel, with loans, grants, or 
payments authorized to be made pursuant to title III hereof, 

“For the purposes of this section, the term ‘chief executive officer of the 
appropriate political subdivision’ shall mean appropriate principal executive 
officer or governing body having primary responsibility with respect to the 
community facility or service involved, but shall not in any case, mean any 
public housing authority, or its governing body, or any of its officers, acting 
in such capacity.” 

10. That on or about the 17th day of December 1952, the Board of Trustees 
of the Town of Lawrence, Ind., passed ordinance No. 11 which ordinance pur- 
ported to accept the aforesaid offer of defendant Housing and Home Finance 
Agency. 

11. That on or about the 29th day of July 1953, final approval was given by 
defendant Housing and Home Finance Agency on contracts, specifications, and 
blueprints pertaining to proposed water-facility expansion. 

12. That no certification as required by said Public Law 139 heretofore set 
forth has been made by the appropriate political subdivision, to wit, the defendant 
Water Board of the Town of Lawrence, Ind. 

13. That such certifications as were made and such findings of defendant Cole 
as Administrator of the Housing and Home Finance Agency were made without 
any reasonable basis whatsoever; that said certifications and findings were made 
without any investigation as to the facts necessarily concluded in said findings 
and certifications, all of which constituted an arbitrary and capricious exercise 
of discretion on the part of said Administrator, said defendant Agency and 
defended Board of Trustees of the Town of Lawrence, Ind 

14. That the provisions of said Public Law 139 are limited by its terms to areas 
determined by the President of the United States to constitute a critical defense 
housing area; that by Executive order, the number of which is unknown to this 
plaintiff, Marion County, Ind., area was removed from the list-of critical defense 
housing areas as of June 30, 1953; that the town of Lawrence is a duly incorpo 
rated town located in Marion County, Ind. 

15. That on or about the 1st day of March 1954, defendant Housing and Home 
Finance Agency purported to offer a grant of $177,000 and a loan of $87,000 to 
defendant Board of Trustees of the Town of Lawrence for the extension of 
water facilities which offer said defendant purported to accept by passing ordi- 
nances, the exact number of which is unknown to this plaintiff; that he has 
repeatedly demanded access to said ordinances and other public records, which 
demands have not been granted. 

16. On the 24th day of June 1954, notice appeared in the Lawrence Journal, 
a newspaper of the town of Lawrence, advising that the Waterworks Revenue 
Bonds of 1954 in the amount of $87,000 would be sold on July 6, 1954, in $1,000 
denominations, which notice was signed by defendant Robert L. Knox, clerk- 
treasurer of the town of Lawrence, Ind., that said bonds will be sold and the 
indebtedness represented thereby will be incurred unless restrained by order of 
this court. 
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17. That said defendant Housing and Home Finance Agency has advanced 
approximately $100,000 to the Board of Trustees of the Town of Lawrence, Ind., 
most of which has already been disbursed and expended in an amount unknown 
to this plaintiff. ee 

Wherefore, plaintiff prays for a restraining order without notice a preliminary 
injunction and a permanent injunction against the defendants and each of them 
enjoining each as follows: 

1. That defendant Housing and Home Finance Agency and Albert M. Cole, 
Administrator of the Housing and Home Finance Agency be enjoined from 
paying out any funds or credits to or for the benefit of any of the named 
defendants or others claiming through any of said named defendants; that said 
defendant Housing and Home Finance Agency and Albert M. Cole, Administrator 
of the Housing and Home Finance Agency be further ordered to cease and 
desist from any further pruceedings under and in reliance upon the alleged 
contract entered into by and between defendants Housing and Home Finance 

gency and Board of Trustees of the Town of Lawrence. 

2. That defendants Board of Trustees of the Town of Lawrence, Ind., Water 
Board of the Town of Lawrence, Ind., and Robert L. Knox, clerk-treasurer of 
the town of Lawrence, Ind., be enjoined from selling or in any manner dispos- 
ing of any funds, bonds, credits, or assets of every nature and description which 
any of said defendants shall have received pursuant to and in reliance upon the 
alleged contract entered into by and between defendants Housing and Home 
Finance Agency and defendant Board of Trustees of the town of Lawrence, 
Ind. 

3. That a nominal bond be set by the court since no pecuniary damage can 
result to any of the named defendants. 

WILLIAM J. McGHEE, Plaintiff. 
STATE OF INDIANA 
County of Marion, ss: 

Comes now William J. McGhee, being first duly sworn upon his oath, and 
states that he is the plaintiff in the foregoing action for a restraining order, 
preliminary injunction and permanent injunction, and that the facts stated in 
said complaint are true and correct to the best of his knowledge and belief. 

WituiAM J. McGHEE. 


Subscribed and sworn to before me this — day of June 1954. 
LESLIE DUVALL, 
My commission expires January 27, 1956. 


—_——— 


To Attorney General Herbert Brownell, Hon. Senator William E. Jenner, Hon. 
Senator Homer E. Capehart, Housing and Home Finance Administrator 
Albert M. Cole: 

We, the undersigned citizens and/or property owners of Lawrence, Ind., 
hereby inform you that the $124,800 grant and $56,000 loan from the House 
and Home Finance Agency, approved for expansion of our town waterworks, in 
our substantiated opinion, is not necessary. We have figures and facts to 
substantiate our contention that each builder can install each extension for less 
than the $150 charge per house as estimated and approved by the engineer and 
the House and Home Finance Agency. This $150 tap fee as estimated and 
approved, in our epinion, is sufficient to finance all of the construction necessary. 

We are certain that a Federal investigation will show that this grant is 
squandering the taxpayers’ money. If the taxpayers are to have any relief, 
questionable projects of this kind must be eliminated. There is a petition 
filed with the Public Service Commission of Indiana for a public hearing on all 
phases of this water utility. We, the citizens of Lawrence, Ind., would ap- 
preciate, and suggest that a thorough investigation be made to protect both 
the taxpaying citizens of Lawrence, Ind., and the taxpayers of the United States 
of America. 

Wm. J. McGhee, Charles A. Garrison, J. E. Mitchell, Wm. A. Thomas, 
Jr., R. J. Curry, R. H. Wilke, John Newkirk, Eugene Watson, 
Lawrence H. Graber, Alvin J. Lawson, Paul C. Smith, R. D. 
Everett, W. F. Klingerman, Mrs. James W. Young, Vaughn Mullis, 
Mrs. Edmund Wilkison, Nancy Flanagan, Albert Murphy, Glen 
D. Crawford, John K. Huff, Walter H. Barbour, Dee Wilhite, 
Ernest Fennig, Orville N. McConn, J. N. Jones, R. E. Hendershott, 
Kathryn J. Schwartz, Mrs. Keith Riddle, L. M. Schick, Ivan 
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Records, Alex Christ, Jess Todd, Morton Nickell, C. 0. Goldbrick, 
Paul Davis, James H. Todd, F. Hibbs, Harry A. Wright, C. N. 
Ledgerwood, Q. R. Felts, Clifford M. Hults, M. C. Dean, Wayne E. 
Stanberry, J. Floyd Huff, Austin Eytchison. 





These are the questions asked the town board by William J. McGhee in the 
meeting of November 2, 1953, which they did not answer : 

1. Where, and in whose custody, is the town board’s copy of Form No. H-944, 
the application for grant and loan on the waterworks, and the supporting docu- 
mentation? Further, I demand that these papers be made available to the 
public. 

Town board’s answer: We don’t know. 

2. Why is it that when I looked at the records a week ago last Saturday at 
the town clerk’s home there was no copy of ordinance No. 11 in the ordinance 
book and/or other files? This is the ordinance pertaining to the acceptance of 
the grant and loan on the water project. Where is it kept, and by whom? 

Town board’s answer: We don’t know. 

3. Why was there no engineering survey made as to the probability of satisfac- 
tory supply of water from wells as the motion was so made and passed earlier 
by the board? 

lown board’s answer: We don’t know. Perhaps it was. 

At this point the town board refused to answer any more questions unless they 
were submitted in writing, and then said they would answer in writing a week 
later. 

4. Why was there no effort made by the board to determine if this water 
project could not be done without the spending of Federal funds? 

5. Why was the original request for 100 percent grant for the accomplishment 
of this water project? 

6. Why are you contemplating additional connections of approximately 100 
houses of Mr. Bauer’s to the existing system Without first ascertaining when and 
where the water is coming from, as we are now suffering from a water shortage, 
and his approximate 100 houses would create a demand of approximately 500,000 
gallons of water per month more than is being consumed today? 

7. Why has there been no careful exploration made of the possibility of pro- 
curing water from the private enterprise, the Indianapolis Water Co.? 

8. Why has the board, as of October 22, not asked, formally or informally, the 
Indianapolis Water Co. on what basis, if any, they would be willing to serve 
the town or a portion of the town? 

9. Mr. Wildridge and Mr. Kautzman said, at the informal hearing on the 
$150 tap fee at the public service commission, in effect that these people who have 
been overcharged should have a refund and that they would see to it that such 
refund was made. These two men, being a quorum and majority of the water 
board, I would like to ask when this refund will be made, and why has there 
been no effort to make it? Even furthermore, the date in the paper should have 
read “August 16, 1951,” instead of 1952 regarding those being overcharged. 


LAWRENCE, IND., February 6, 1954. 
Mr. ALBERT M. COLE, 
Administrator, Housing and Home Finance Agency, Washington, D. CO. 

Dear Sir: Take notice that the grant and loan project Ind—12—-CF-1 hereto- 
fore authorized by your Agency to the town of Lawrence, Ind., for a waterworks 
extension pursuant to Public Law 139, 82d Congress, chapter 378, 1st session, 
is in violation of said act, as well as being in violation of the applicable Indiana 
statutes, to wit: 

Chapters 235 of the acts of 1933, Burns Indiana Statutes 48-5305, as follows: 
“Board of trustees control supervision—enumerated powers. The said board 
of trustees of said water department shall have the exclusive government, man- 
agement, regulation, and control of any waterworks system, or part or parts 
of waterworks system within said district, and shall have all necessary power 
to purchase, construct, maintain, operate, and repair such system and parts 
thereof.” 

In connection with the duties devolving upon said board, it shall have full 
power, as follows: “* * * (38) To design, order, contract for, and construct a 
waterworks system, or any part thereof, now or hereafter necessary, and to 
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make, construct, alter, and build additions, extensions, and betterments thereto, 
within such water district. * * * (5) To furnish an adequate supply of water to 
consumers thereof within such water district; to fix rates and collect water 
rentals therefor, pay all necessary expenses of operation, construction, altera- 
tion, and building of such waterworks system, parts thereof, additions, exten- 
sions, and betterments thereto, purchase all necessary supplies and equipment ; to 
issue and sell bonds therefor, appoint and employ all necessary officers, agents, 
attorneys, engineers, and employees, and perform such other duties as will tend 
to bring about an efficient and economical administration of such waterworks 
system. * * * (9) To make and enter into any and all contracts, in the name 
of such city, without ratification thereof by any other board, body, or officer of 
such city, such as are necessary to effectuate the purposes of this act, except as 
otherwise provided herein. * * *” 

As to Public Law 139, to wit: Title I, sec. 103, subsection (a): “No loan 
shall be made pursuant to title III of this Act for the provision of community fa- 


cilities — _. unless the chief executive officer certifies _. Subsection (b). 
“No grant or other payment shall be made pursuant to title III of this Act for 
the provisions ______ of community facilities ~ unless the chief executive 
officer of the appropriate political subdivision certified ______.”. Subsection (c) 


a: _ “for the purpose of this section, the term, ‘chief executive officer of the 
appropriate political subdivision’ shall mean appropriate principal executive 
officer or governing body having primary responsibility with respect to the com- 
munity facility or service involved, . 

Title III, section 315 (c) “Community facility shall mean water works, ~---~-. 

Here are the facts now as testified under oath by members of the water board 
of trustees of the town of Lawrence, Ind., and the records on file with the clerk- 
treasurer of the town of Lawrence. 

1. That the water board has not made any plans for extension of the water 
system. 

2. That the water board has made no survey for extension of the works. 

3. That said water board has not certified, nor has its chief executive officer 
certified to any documents pursuant to Public Law 139. 

4. No offer has been made under Public Law 139 by Housing and Home Fi- 
nance Agency under Ind—12-CF-1 to said water board. 

5. Said water board has not accepted offer of grant and loan. 

6. No funds have been paid to said water board under Ind-—12-CF-1. 

7. Offer of Ind—12-CF-1 was made to town board. 

8. Town board in ordinance No. 11, December 17, 1952, accepted government 
offer of Ind—12-CF-1. 

9. Town board has accepted $7,062.45 from Housing and Home Finance 
Agency under Ind—12-CF-1 


” 


CONCLUSIONS OF LAW 


1. Your agency did not receive certification by appropriate political subdivision. 

2. Your agency did not offer grant and loan to appropriate political subdivision. 

8. The appropriate political subdivision did not accept offer of grant and loan. 

4. Funds that have been paid out have been paid out illegally to an improper 
subdivision to whom there was, or is, no offer or basis for such expenditure of 
funds, i. e., to the Town Board of Lawrence, Ind. 

5. Since your offer had 60-day acceptance clause, and has not been legally 
accepted, offer has expired. 

6. Since Public Law 139 has expired as of June 30, 1953, it is impossible for 
vou to agree to extend assistance for the provision of community facilities, i. e., 
title I. section 104. subsection (b). 

7. Tunds you have advanced have been without any color of legality. 

I hereby demand, as a taxpaying citizen, that vou cease and desist from all 
further illegal disbursements of Federal funds, and that you require the return 
of $7,062.45, and any other moneys, illegally granted by your agency to the 
town of Lawrence. 

I further demand that you notify the town of Lawrence, Ind., that the grant 
and loan Ind—12-CF-1 is hereby voided by your agency for reason that the same 
is illegal. 

Very sincerely yours, 
Wm. J. McGuee. 





why: 
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LAWRENCE, INpD., October 22, 1953. 
Reference project Ind—12—-CF-1. "eae reference to your letter October 12 
1953, to Hon. Senator Homer E. Capehart and Hon. Senator Wm. E. Jenner, 
copy of which they forwarded to me. 


Mr. ALBert M. CoLe, 
Housing and Home Finance Agency, 
Office of the Administrator, Washington, D. C. 

This is a classical example of the new administration’s difficult position. 
Although they have appointed good men, such as you, to head their respective 
bureaus, their hands are tied by policymaking, “egg-head” carryovers under the 
protection of civil service that continue the socialistic, collectivistic scheme of 
government. I consider this letter, which by our telephone conversation late 
Monday night, October 19, in which you told me you had no personal knowledge 
of, a very poor attempt at whitewashing this project. We have high-school 
students in our Hoosier State who could write a better letter. 

No effort has been made to date to see if this project could be done without 
Federal funds by the town board. It appears that the only efforts made have 
been by those interested in receiving Federal handouts or granting Federal 
handouts. 

I am enclosing a copy of your letter in which I have numbered the lines so 
that I can make reference to them without error. 

Referring to lines 8 and 9, the project was rechecked on the ground in such 
a casual manner that on my own initiative, and without having access to your 
files, I have been able to come up with the rest of the facts as presented in this 
letter, and which certainly was available to your investigators had they had the 
initiative and/or desire to reinvestigate thoroughly. 

What would I have been able to ascertain if I had been able to see the cer- 
tifications made by our town board and the certifications of your regional office 
and the rest of your Agency’s files on this project, which documents I have been 
refused access to. 

With reference to lines 18, 14, and 15, after you review their conclusions based 
on the data in your October 12 letter, I can only come to the further reaffirmed 
opinion that this project is unnecessary, wasteful, and contrary to Public Law 
139, both in intent, spirit, and letter of the law. 

Referring to lines 18-26, you state approval of this project was given August 
28, 1952. This, according to the engineer’s figures passed out at a public meet- 
ing, was based on a total estimated construction cost of $365,250, to be financed 
as follows: 


ae and Home Finance Agency grant_..__--_______~_ $124, 800 
Housing and Home Finance Agency loan_____- eesti 56, 000 


Additional funds required to complete by local age ncy.... 184, 450 


making a total of $365,250. 

Funds available from tap fees from 1,383 houses at $150 each comes to $207,450, 
minus the additional funds required to complete, leaves available for contin- 
gencies, $23,000. 

At this meeting in August the engineer stated, in effect, of which a stenotype 
report was made, that the tentative bid for the project for $347,700, which con- 
sisted of a saving of $17,550 over your approved estimates. However, the grant 
and loan was not reduced by this amount in your October 12 letter. This amount 
would then raise the funds available for contingencies from $23,000 to $40,550. 

In approving the engineer’s estimates you approved such charges as $80 per 
house connection, which will average 25 feet or less of type K 34 copper tubing 
and a Mueller Corp. cock or equal. The average union plumber in the adjacent 
city of Indianapolis will install this at approximately $2 per foot. 

In line 67-71 you say that the basis for your grant and loan is on the con- 
dition that the developers agree to a charge sufficient to cover the cost of local 
main and service to each unit. That statement can only mean, by comparing 
it with the engineer’s estimates, that the grant and loan, totaling $180,800, is to 
be used for primary mains to each of the four subdivisions ($11, S58) and the 
well, $2,700, pump building, $7,000, and deep-well pump, $1,250, engineering, 
$17,672, legal and administrative fees, $3,615, contingencies, $29,451, making a 
total cost of $73,546. Subtracting that from the grant and loan of $180,800 leaves 
a balance of $107,254, which is « considerable amount for miscellaneous or con- 
tingencies out of your own statement. 
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In lines 30-45 you cover the fact that it is in a critical defense area and under 
defense impact conditions as set out in Public Law 139. However, in your own 
agency’s form numbered H-945, dated December 1951, you state, and I quote, 
on page 2, “as of December 15, 1951, no funds have been made available for day 
care centers, libraries, recreation facilities, or for hospitals and health centers. 
Appropriations for other types of project as of that date are so limited that only 
the most urgent defense related construction requirements can be considered, 
pending additional appropriations.” 

Is this a most urgent defense related project? 

In reference to lines 46, 47, and 48, I say there has been no careful exploration 
made of the possibility of procuring water from the adjacent private enterprise 
water company. 

Reference to lines 48, 49, and 50, the Indianapolis Water Co. has not been 
asked formally or informally by the town board and/or the Housing and Home 
Finance Agency on what basis, if any, they would be willing to supply water. 
This makes your conclusion on lines 50, 51, and 52 that would constitute abandon- 
ment of the local source and revamping of the entire system a conclusion not 
based on sufficient evidence or facts. 

With reference to lines 52, 53, and 54, I would like to say that on 5,000 gallons 
per month of water consumption the Indianapolis Water Co. rates at present 
and at the time of your approval of this project would cost $2.90 a month. The 
same amount under rates on file, also with the Indiana Public Service Commis- 
sion, the Lawrence Water Co. rates would be $2.974%. Furthermore, the mini- 
mum water rate for the Lawrence Water Co. is $1.75 per month. The minimum 
for the Indianapolis Water Co. is $1.70 a month. 

With reference to lines 45-57, the Indianapolis Water Co. serves 13 corporate 
and unincorporated communities in the county, all of them except Lawrence 
and Speedway, Ind.; and the fact that it is serving 450,000 people and the vast 
industrial needs of the county, that it has a very large reservoir within 3 miles 
of Lawrence, Ind., and is in the process of constructing additional reservoirs to 
take care of future needs of the county, shows the falsity of the conclusion set 
forth in this sentence. 

Building has not been hampered in other parts of the county, nor in Speedway, 
which has its own water utility, and they have expanded their water system 
without your grants and loans, and builders who have subdivided land in the 
Lawrence area are building in the Speedway area, under Speedway’s rules, which 
are copies from rule 29 of the Indiana Public Service Commission’s rules on 
expansion of private water utilities. 

Lines 88, 89, 90—there is no question about the acceptable quality of the water 
from a health standpoint, but on inquiry to the Indiana Division of Water 
Resources of the State department of conservation show that no such report as 
to the probability of satisfactory wells in this area was made by that office and 
the United States Geological Service. 

Lawrence has 2 wells, 1 elevated tank and 612 residences, according to the 
engineer’s figures. For the past two summers there has been an inadequate 
amount of water available. Orders have been issued against sprinkling and 
washing of cars by town officials. At times there is considerable amount of 
sand in the water. I realize that this does not impair in any way its health- 
giving qualities. However, with the addition of 1,383 new homes and only 1 
additional well and no additional storage planned, almost anyone can come to 
the opinion that if 2 wells cannot adequately take care of 612 houses, 3 wells will 
not take care of 1,995 houses. Furthermore, I quote from what is known as 
the MeGinness report, prepared by the State department of conservation, divi- 
sion of geology, in cooperation with the Geological Survey, United States Depart- 
ment of Interior, on ground water resources of the Indianapolis area, Marion 
County, Ind., figure No. 6 shows Lawrence completely surrounded by area type 
10, which is described as, and I quote, “small supplies from sand and gravel 
generally adequate for domestic or small truck farm supplies only.” In figure 
No. 7 surrounded by area type 5, and I quote, “small to moderate supplies from 
limestone beneath gravel drift, generally capable of further development for 
domestic or small industrial supplies only; locally overdeveloped.” We are 
located in the highest ground in the county and I quote from page 49 in the 
conclusions of the report, “The upland areas do not hold much promise for further 
development of the ground-water supplies, except for domestic use and for indus- 
tries with relatively small demands for water.” 

On lines 91-95, inclusive, your grant and loan was approved on cost estimates 
of $12,000 more than what taxpaying private enterprise could provide the services 
for. Yet, clearly, in Senate Document No. 70, 82d Congress, a summary of the 
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Defense Housing and Community Services Act, on page 2, states no loan for any 
community facility (meaning waterworks) can be made unless the governing 
body having primary responsibility with respect to the facility involved certifies, 
and the Housing and Home Finance Administrator finds that such facility can- 
not otherwise be provided when needed. By your own statement on the fact that 
the Indianapolis Water Co. could supply compared with the intent and letter of 
Public Law 139 brings me to the opinion that there is considerable error in 
interpretation of certification on the part of the town board and your office’s 
findings. 

Even further, with present tentative contracts being $17,550 under the ap- 
proved estimates, subtracting the $12,000 leaves a balance of $5,550, which 
you are willing to save the town by spending $124,800 and loaning $56,000 
unnecessarily. 

Since you have not advanced the grant and the town has not sold its bonds 
or raised the funds required to complete, it appears there is time to thoroughly, 
I say again thoroughly, investigate the merits of this loan and grant before 
advancing any funds. I don’t think it is necessary for me to say it, but upon 
the basis of the reinvestigation and reapproval that is contained in your letter, 
it is so inconsistent with the facts that your office should send men to investi- 
gate, whose abilities are personally known to you or request the Attorney 
General’s Office to use its professional investigators to determine the facts. If 
facts are not the basis for findings it is impossible for you to come to any 
conclusion or finding that is equitable and in the best interests of the people 
of the United States. 

In all fairness to Mr. Eisenhower's administration, your own administration 
of the Agency, and to the taxpayers of the United States, and to the people of 
the town of Lawrence, who are asked to assume an additional $56,000 debt, 
I request that you reopen the investigation on this project and that all the facts 
be considered and that your Agency’s files on this project be opened to the 
public so that your findings may be in the best interests of the United States 
of America. 

In closing, I would like to say that this type of unnecessary spending is 
what the people voted against last election. Each unnecessary expenditure 
by a bureau is another link forged in the chain of socialistic bondage, which will 
eventually make us serfs of the state. 

This grant and loan is entirely unnecessary because the water could be served 
to the area by at least two different ways, i. e., extensions by the builders them- 
selves or by the Indianapolis Water Co., without grant and loan, and no hard- 
ship would exist. 

Very sincerely yours, 
Wan. J. McGHER, 





INDIANAPOLIS CHAMBER OF COMMERCE, 
Indianapolis, Ind., November 23, 1958. 
Mr. ALBERT M. COLE, 
Administrator, Housing and Home Finance Agency, 
Washington, D. C. 

Dear Mr. Cote: May I thank you for your November 19 letter replying to 
our request for review of the grant of Federal financial assistance to the town 
of Lawrence, 

Respectfully, however, I submit that the reply is inadequate, that it is not 
in accordance with facts, and that this situation calls for a personal review of 
all facts by you, which, we believe, fully justify the withdrawal of the Federal 
grant, before any disbursement should be made. 

The personal convictions demonstrated by your record in the Congress seem 
to us to be so at variance with the philosophy which seems to dominate the 
handling of this case that we are led to believe decisions are being made by some 
whose convictions are much at variance with your own. We find it difficult to 
believe you have been fully and fairly informed by your subordinates. 

We are at a loss to understand why the representatives of your Agency who 
have come to Indianapolis at various times to review the facts in this case have 
failed completely to contact any of the persons who are concerned, except the 
petitioners for Federal aid and the contractors and engineers who instigated and 
planned the request. So far as we can ascertain, no effort was made to discuss 
this with proper State authorities, the Indianapolis Water Co., representatives 
of the city of Indianapolis who certainly have some stake in the matter, or 
ourselves. 
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It is probably pointless to engage in controversy as to what happened or failed 
to happen during the past several months, as to when contact was made with 
the Indianapolis Water Co., or what that company at such time was prepared 
to offer. I say this, however, with implicit belief that the facts fully support 
our contention that no proper effort was ever made by the interested parties 
to see if the need for water might have been met through the use of existing 
facilities, and without Federal aid. Your regulations seem to require such a 
step. 

The important issue at this time is: Can the town of Lawrence even yet supply 
its needs for water through the Indianapolis Water Co., without Federal aid? 
Proper evidence on this issue is given with a definiteness that cannot be misunder- 
stood in the exchange of correspondence, copies of which are enclosed. This 
correspondence [the italic is ours] shows beyond all question that the water 
company is now prepared to meet the needs of the situation, whether to supply 
part or all the water to be consumed in this area, and on such terms that those 
who now own or will eventually own homes in the area will be at less expense, 
without the intervention of one dime of Federal aid, than if the plan your Agenecy 
has approved finally goes through. 

There is evidence that the water supply to be created by the drilling of a new 
well, for which you have committed Federal aid, will be entirely insufficient and 
the community within a very short time will have to turn to the major water 
supplier of this area. 

Under such circumstances, we urge that the Housing and Home Finance Agency 
withdraw its grant, and permit the town board of Lawrence, the contractors who 
are concerned, and the Indianapolis Water Co. to effect their own arrangement 

It is wholly inconsistent with the announced policies and determined efforts 
of others in the present administration to waste even this $180,000 of Federal 
money, Small as it is in contrast with the multibillion dollar deficits. We believe 
our Government administrators—all of them under this administration—should 
be seeking justifiable means of avoiding Federal spending. 

I must deny categorically the conclusion given in your letter that we think the 
town of Lawrence “should be a part of Indianapolis” and that such is the motive 
of our action in this matter. That is a gratuitous conclusion not supported by 
our letter to you We made the point and repeat it, however, that here is a 
good illustration of the evils of Federal aid, in that distant Agency administers 
financial support to support to shore up an uneconomic governmental structure, 
when other remedies are at hand, and would be sought were it not that the 
Federal Government is willing to foot the bill 

We are again asking our Senators and Congressman to urge a full and proper 
review, With your representatives who come here being directed to contact both 
those who favor and those who oppose the action. We further are submitting 
the facts of the case to the Commission on Intergovernmental Relations and to 
the Senate and House Appropriations Committees, as proper matters for their 
review 

Sincerely yours, 
WILLIAM H. Book, 
Evecutive Secretary 


HOUSING AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., December 16, 1958. 
Mr. WILLIAM H. Book, 
Ezecutive Vice President, 
The Indianapolis Chamber of Commerce, 
Indianapolis, Ind. 

Dear Mr. Book: Reference is made to your letter of November 23, 1953, and my 
acknowledgment thereof. 

I note that you still are of the opinion that I have not familiarized myself 
with the factual situation with respect to the town of Lawrence water facilities 
application and the approval thereof. I wish to assure you that I am and have 
been familiar with such factual situation and that, with due consideration of 
your protests, as well as those of Mr. McGhee, I remain of the opinion that the 
ipproval of the said application was and is warranted. 

I am unable to develop any justification for termination of the existing loan 
and grant agreement with the town of Lawrence. However, in the event the town 
board should decide that it would be to the town’s best interests to request a 
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cancellation of the present contract, I would be glad to give such a request full 
consideration. Any such request would, of necessity, have to establish that 
adequate provision would be made by the town of Lawrence to assure that the 
new housing facilities in the town would receive satisfactory water and sewer 
services. 

Your attention is directed to the fact that the Federal Government has out 
standing a legal and binding obligation to the town of Lawrence, Ind., to assist 
in the provision of its water and sewer facilities. While I am most desirous of 
eliminating all unnecessary expenditure of Federal funds, it is neither my right 
nor wish to require the town of Lawrence or any other conmnnunity to take any 
action which would interfere in the proper administration and financing of its 
publie works. 

By reason of the litigation that has been instituted the town board of Law- 
rence may be obligated to obtain a court decision on the issues raised by the law 
suit. In that event I feel that the questions raised by your communications 
will be settled locally with a verdict which will be fair to all parties. 

Assuring you of my appreciation of the time and effort you have devoted to 
acquaint me with your views concerning this matter, I am, 

Sincerely yours, 
ALBERT M. CoLe, Administrator. 


EXECUTIVE SESSION 


Monpay, AucGust 9, 1954. 

The hearing convened, pursuant to call, in room 301, Senate Office 
Building, at 10:05 a. m., Monday, August 9, 1954, Senator Wallace 
I’. Bennett, presiding. 

Present: Senator Bennett. 

Also present: Clarence Dinkins, assistant counsel, FHA investig: 
tion. 

Senator BenNnerr. Gentlemen, will you be sworn. 

Do you solemnly swear that the testimony you are about to give in 
this case is the truth, the whole truth and nothing but the truth, so 
help you God? 


TESTIMONY OF PERE F. SEWARD, ASSISTANT COMMISSIONER, 
COMMUNITY FACILITIES AND SPECIAL OPERATIONS, AND 
LESTER BROWN, ASSISTANT REGIONAL REPRESENTATIVE, CHI- 
CAGO REGIONAL OFFICE, HOUSING AND HOME FINANCE AGENCY 


Mr. Sewarp. I do. 

Mr. Brown. I do. 

Senator Bennerr. Gentlemen, I think we can save time if we just 
assume that you two are working together and either of you can 
answer the question as seems appropriate. 

Mr. Dinkins, will you begin the questioning ¢ 

Mr. Dinxrns. Yes. 

Mr. Seward, will you give your name please and your address and 
your occupation ¢ 

Mr. Sewarp. Pere F. Seward. I am the Assistant Commissioner, 
Community Facilities and Special Operations, Office of the Adminis- 
trator, Housing and Home Finance Agency. I live at 8100 Custer 
Road, Bethesda, Md. I am an engineer. That is, that is my back 
ground. Iam a career Federal service man with approximately 24 
years lederal service. 


245 a4 i4 
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Mr. Dinxrns. How long have you been with HHFA? 

Mr. Sewarp. I have been with HHFA since 1951, when under a 
reorganization plan our operations were transferred from the General 
Service Administration to the Housing and Home Finance Agency. 

Mr. Dixxins. Mr. Brown, since we are hearing both you and Mr. 
Seward at the same time, will you state your name and occupation ¢ 

Mr. Brown. My name is Lester Brown. I am the assistant regional 
representative in the Chicago regional office of the Housing and Home 
Finance Agency, Office of the Administrator. 

I live at 231 East Superior Street, Chicago, Il. 

Mr. Dinkins. How long have you been w ith HHFA ? 

Mr. Brown. I have been with HHFA since 1951 when the functions 
were transferred by reorganization plan to the Housing Agency from 
the General Services Administration. 

Mr. Drnxrns. Are you an engineer by profession ? 

Mr. Brown. No, I am not. 

Mr. Dinxrns. Mr. Seward, I assume that you are familiar with the 
situation at Lawrence, Ind., regarding the Federal loans and grants 
for an increase in their waterworks system. 

Mr. Sewarp. Yes, sir. 

Mr. Dinkins. Can you state for us briefly what that situation is so 
far as your office is concerned ? 

Mr. SewArp. The 82d Congress 

Mr. Dinxins. Will you spe ak up a little louder. 

Mr. Sewarp. The 82d Congress passed Public Law 139, familiarly 
known as the Defense Housing and Community F acilities Act. On 
the community facilities side of that legislation there was authorized 
to be made by the Administrator of the Housing and Home Finance 
Agency certain financial assistance by way of loan and/or grants to 
public bodies to help them in their community-facilities problem. As 
. had been created by defense operations in that area, those areas be- 

‘ame eligible for assistance upon a finding by the Office of Defense 
thi at the area was a critical housing area. 

Lawrence, Ind., was so designated by the Office of Defense Mobili- 
zation. Lawrence lies just north of Indianapolis and just south of the 
Army Finance Center, which is reported to be the largest office build- 
ing in the United States, except the Pentagon. 

Mr. Dryxrys. Excuse my interruption for a second. Can you give 
me the approximate date when Lawrence was determined to be a 
critical area? 

Mr. Sewarp. I don’t think I can give you the date that it was deter- 
mined to be a critical area. I don’t think I have that information 
with me. I can very readily supply it. 

Mr. Drnxrns. Could you approximate it? 

Mr. Sewarp. It was somewhere about June of 1952. 

Mr. Dinxrtns. June of 1952? 

Mr. Sewarp. That is approximately. 

Senator Bennerr. Mr. Poston will get that information for us. 

Mr. Sewarp. I can very readily get that. 

Mr. Dinxins. Will you continue, please. 

Mr. Sewarp. Subsequently the town of Lawrence filed an applica- 
tion with the Housing and Home Finance Agency for help in the con- 
struction of additional water facilities. The town of Lawrence al- 
ready had its own water system. 
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Senator Bennerr. What was the source of the water? Wells? 

Mr. Sewarp. The source of the water was wells, Senator. They had 
this system that had been in operation over a long period of time. It is 
owned by the city and operated by the city. 

It was inadequate to serve the additional approximately 1,500 
houses that were to be constructed in Lawrence. ‘The town of Law- 
rence came in and made application for help under Public Law 139 
on the 17th day of March, 1952. ‘That was the date of the application 
from the town. The town applied for a grant of $304,000 for the 
water system. 

On August 28, 1952, the water project was approved by the Admin- 
istrator tor a grant of $124,800, a loan of $56,000, with the applicant to 
provide $166,¥00 from its own resources. 

Mr. Dinxins. Was that $166? 

Mr. Sewarb. a. $166,900. 

Mr. Dinkins. Where was the applicant to get that $166,000 ¢ 

Mr. SEWARD. . The applicant was to get that $ $166,900 from certain 
charges that were going to be assessed egainst the builders of $150 
for each tap charge and $1.75 per month for a minimum rate for serv- 
ice inside the corporate limits of Lawrence, and $2 per month for the 
service outside the corporate limits. Of course those revenues, Sena- 
tor, would not begin to come in until after the system was completed, 
but the $150 tap ‘charge was payable at that time. That was where 
the city of Lawrence was going to get the funds with which to finance 
its share of this cost. 

Mr. Dinxtins. That comes to a total, according to my figures, of 
$347,700, is that correct ¢ 

Mr. Sewarp. | think that is correct, yes. 

Mr. Dinkins. All right. Will you just continue. 

Mr. Sewarp. The plans were prepared. Contracts were awarded. 
And the work placed under construction. The project went along. 

Senator Bennerr. Who was the contractor ¢ 

Mr. Sewarp. A man by the name of Stone. 

Mr. Dinkins. Before you go any further with that, would you try 
to clarify, if you can, just how many housing projects this sewage and 
water system was designed to meet ¢ 

Mr. Sewarp. There were 1,000 program housing units. That is pro- 
gramed by the Government for immediate construction there. Pri- 
vate builders were planning to build an additional 500, 

Senator Brennerr. Now when you say 1,000 programed, do you 
mean there were 1,000 units that were set up to be built under FHA 
and the other 500 were financed under conventional mortgages with 
no Government guaranty ¢ 

Mr. Sewarp. That is correct, Senator. 

The contracts were awarded and work was undertaken, and the pro- 
ject moved along without any difliculties, and everything was going 
along in good shape. And then on September 21, 1953, we received 
in our Washington office, addressed to the Administrator, a telegram 
signed by a man by the name of William J. McGhee. He was protest- 
ing the use of Federal funds for the work and offering to supply any 
facts or figures that were necessary to substantiate this position. 

Senator Bennett. May I stop you at that point. There was ap- 
proximately 13 months between the time the grant was made and the 
time you first heard from McGhee. 
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Mr. Sewarp. That is correct, sir. 

Senator Bennerr. Was the program actually being erected during 
that time? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. How nearly was it finished ? 

Mr. Sewarp. At the time of McGhee’s complaint—do you have any 
ficures on that, Mr. Brown? I would like to check that if I may. | 
think the project was about 40 percent completed. 

Senator Bennerr. About 40 percent completed ? 

Mr. Sewarp. Yes, sir. é ’ 

Senator Bennerr. By that you mean that the basic water lines were 
about 40 percent in? Had there been any connections by that time? 

Mr. Sewarp. No, sir. 

Senator Bennerr. There had been no water from any part of the 
line? 

Mr. Sewarp. That is right. 

Immediately upon receipt of Mr. McGhee’s telegram—and inci- 
dentally he sent them to not only the Administrator of the Housing 
Agency, but as I recall it he sent them to the Department of Justice 
and to the White House—we immediately began a complete review 
of the entire operation. We sent to Lawrence two people from the 
Chicago office, one of which was a man thoroughly trained in investi- 
gative work, and so forth, one of our men who has done a tremendous 
amount of investigative work. 

They went down and spent a whole day with Mr. McGhee in an 
effort to obtain from him something concrete, some evidence, or some 
thing that he had, on which we could go to work. Their trip was 
completely without results along that line. Mr. McGhee told them 
that he didn’t have any concrete evidence, he just had suspicions of 
this, that, and the other. 

The result was that we reviewed the project in its entirety from top 
to bottom, both at the Washington level and at the Chicago field level, 
and we could find no justification whatever for any change in our 
original findings. 

Senator Bennerr. May I interrupt you at this point. Mr. McGhee’s 
telegram would indicate that he believed the whole project could have 
been completed for the $166,000 of local funds, and that the $180,000 . 
approximately, that was supplied on loans and grants from the Gov- 
ernment were unnecessary. 

Mr. Sewarp. That was his contention, sir. 

Senator Bennerr. As an engineer, would you say that you could 
complete a project of that size for approximately 45 percent? Was 
the engineering that far out? 

Mr. Sewarp. No, sir. That was a physical impossibility. 

Senator Bennerr. Then no matter how the funds are obtained, the 
project would require approximately $347,000 to $350,000 to com- 
plete it ? 

Mr. Sewarp. That is right, sir. 

Senator Bennerr. If the extension had been provided—if the proj- 
ect had been developed as an extension from an existing water source, 
would the same amount of money be required ? 

Mr. Sewarp. Senator Bennett, the project was designed for and 
built as an extension to the existing water system of the town of 
Law rence, 
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Senator Bennerr. That is fine. Now, how far is Lawrence from 
Indianapolis ¢ 

Mr. Sewarp. I would estimate approximately 5 miles. 

Senator Bennerr. You mean the closest border of the town of 
Lawrence is about 5 miles? 

Mr. Sewarp. No, sir; I would say the center of Lawrence is about 
5 or 6 miles from the center of downtown Indianapolis. 

Senator Bennerr. Are the areas there contiguous in the sense that 
you can tell when you get out of Indianapolis and when you get into 
Lawrence ? 

Mr. Sewarp. Yes, very much that way. 

Senator Bennerr. There is no area of vacant land lying be- 
tween—— 

Mr. Brown. There is some; yes, sir. 

Mr. Sewarp. There is some but it is very limited, Senator. 

Senator Bennetrr. We will come back to the other question later. 
But it is your opinion that no matter who put up the money it would 
take $347,000 or its approximate equivalent to have provided the 
additional service ? 

Mr. Sewarp. Yes, sir; I would like to amplify that a little bit in 


this way, Senator. The city of Indianapolis is served by a private 
watel company, the Indian: ipolis W ater Co. It is owned and oper ated 
as a private concern. The city of Lawrence has over a long period 


of years owned and operated its own water system. Apparently there 
Was an Interest in tying the town of Lawrence onto the private water 
company in Indianapolis. 

The town of Lawrence is a duly incorporated municipality under 
the laws of the State of Indiana. It has been stated that the town 
of Lawrence has no possible reason for existence as a public entity; 
that it Is an uneconomic operation and should be a part of Indian- 
apolis. That is something, Senator—— 

Senator Brennerr. Yes: that is not our concern here. 

Mr. Sewarp. No, sir. That was not ours. 

Senator Bennerr. May I ask you another question at this point? 
Was it proposed as part of this extension for which some $374,700 
were deemed to aS necessary—was any of this money to be spent on 
new wells to increase the water sup yply of the town of Lawrence? 

Mr. Sewarp. Yes, sir. 

Senator BENNETT. Approximately how much of it? 

Mr. Sewarp. Mr. Brown, can you provide that figure 

Mr. Brown. Somewhere in the neighborhood of $12,000. 

Mr. Sewarp. It was probably in the neighborhood of $12,000 or 
$15,000 for additional wells. 

Senator Bennetr. Then that is approximately » percent of this. 
It is not a major percentage. 

Mr. Sewarp. No, sir. 

Mr. Brown. If I may enlarge on that. 

Senator Bennett. Yes. 

Mr. Brown. It would have cost at least that much to reach the 
closest Indianapolis Water Co. line, which was a little over a mile 
away. 

Senator Bennett. Well, I am glad to have that information. 

I would like to ask another question. Was any check made by the 
HHFE A to find out whether or not it required additional water wells 
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available within the town of Lawrence or to the town of Lawrence? 

Mr. Sewarp. Senator, we made some preliminary investigation 
which indicated that additional water could be secured from addi- 
tional wells. The first well that we dug was a dry hole. We didn’t 
get water in any quantity. 

I was personally on the grounds shortly after that, and after the 
checks that I made with the Geological Survey, and so forth and 
so on, the State geological group, I was still of the opinion that water 
in adequ: ite supply could be obtained. We knew without question 
that additional supply could be obtained in what is known as the 
Fall Creek area. But that would have necessitated the drilling of 
wells in the Fall Creek area and a pressure main from that area into 
the town of Lawrence. 

Senator Bennett. Is that outside the town of Lawrence? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Was that inside the borders of the greater city 
of Indianapolis? 

Mr. Sewarp. No, sir. 

Senator Bennett. That is outside of both municipalities? 

Mr. Sewarp. That is right. We decided that we would dig another 
well in the town of Lawrence, being still confident that the water 
was there. We put in that well, sir, and we got an excellent supply 
from it. 

Senator Bennett. You were satisfied before you made that loan 
and grant that with that well there was adequate water available to 
supply the additional 1,500 houses? 

Mr. Sewarp. That is correct, sir. 

Senator Bennett. Did you attempt to forecast the possible dura- 
tion of that supply? Was it a temporary supply or is it reasonably 
permanent ? 

Mr. Sewarp. It is quite permanent, Senator. That whole area is 
underlain with a limestone formation. There has been from the first 
development that ever took place in the Indianapolis area a vast 
amount of underground water. There isn’t as much, Senator, as there 
was at one time, for the simple reason that the past 10 years has 
seen a tremendous industrial development in that area. <A lot of the 
water for that is drawn from the ground. 

Consequently your underground aquefer is not as full as it was at 
one time, sir. But we have no reason to believe that that supply won’t 
last the city of Lawrence indefinitely. 

Senator Bennerr. How much has the water table receded under 
the town? 

Mr. Sewarp. The water table has receeded—— 

Senator Bennett. Can you get that? 

Mr. Sewarp. Twenty-one feet runs in my mind. I wouldn’t be sure 
of that. 

Senator Bennerr. Can that be checked, because that may be one of 
the points at issue when we get into the public hearing. 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Can that be checked so we can have the infor- 
mation before tomorrow morning? 

Mr. Sewarp. Yes, sir. We will get you something on that, Senator. 

Senator Bennett. All right. 
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When was the money on this grant made available? Has it all been 
made available? 

Mr. Sewarp. Mr. Brown, can you answer that ? 

I can tell you it has not all been made available. I can tell you 
that. 

Senator Bennetr. How much of it has been made available ! 

Mr. Sewarp. Well, now, Senator 

Senator BENNETT. Well, if you have a statement that contains that 
information further on 

Mr. Dinxins. Mr. Seward, according to my records, Mr. McGhee 
has filed two suits. 

Mr. Sewarp. Yes, sir; I was coming to that. 

Mr. Dinkins. For a restraining order and injunction to prevent the 
Administrator from paying over the money. According to my record, 
the first suit was filed on October 30, 1953, in the county court, and the 
second suit was filed in June 1954 in the Federal court, and I thought 
this might clarify your answer to the Senator’s last question by my 
asking you whether or not it is true that after this first suit was filed 
on October 30, 1953, that has not stopped your further processing of 
this money. 

Mr. Sewarp. When the suits were filed it has the result of bringing 
the work to a stop. Last January I went out there and spent a week 
working on this problem in an effort to get it working again and 
squared away. ‘Lhat was accomplished and the work then went 
forward. 

Senator Bennerr. You say it was accomplished? How was it ac- 
complished? Was the suit adjudicated ? 

Mr. Sewarp. The suits were thrown out of court, Senator. Both of 
them. 

Senator Benner. Both of them? 

Mr. Sewarp. Yes, sir. 

Mr. Dinxins. Are they completely eliminated now from considera- 
tion? I had the impression that both suits were still pending on 
appeal or in some other way. 

Mr. Sewarp. No, sir; I think they are both completely out. 

Mr. Brown. ‘The only active suit is the one that McGhee has recently 
filed complaining against the Administrator. 

Mr. Dinxins. The one in June of 1954 % 

Mr. Brown. That is right. 

Mr. Dinkins. Aren’t you still acting under some restraint because 
of either of these suits ¢ 

Mr. Sewarp. No, sir. 

Mr. Dinkins. You are not? 

Mr. Sewarp. No, sir. That part of it has been completed. 

Senator Bennerr. Excuse me. Maybe you were anticipating the 
material that you have prepared. Do you want to go forward with 
your statement—or do you have a statement / 

Mr. Sewarp. | just have some notes here, Senator. 

Senator Bennerr. You continue with them, and then Mr. Dinkins 
and 1 will probably interrupt you if and when we need to. 

Mr. Sewarp. | was out there in January. I went over this whole 
thing again very carefully on the ground, and at that time we had 
the dry hole. We knew that there was a possibility that we might 
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have to go to the Fall Creek area for additional water. To do that 
was going to cost another $50,000. When we put the work back under 
way again we provi ded an additional $50,000 in the event that we had 
to go to Fall Creek. 

Senator BennNerr. As a loan or grant? 

Mr. Sewarp. As a grant. 

Senator Bennerr. As a grant? 

Mr. Sewarp. Yes, sir. Of course the additional wells having come 
in, we will not have to go to Fall Creek, sir. And that $50,000 will 
never be paid out asa grant. In other words, we won't need that. 

So, the way the project sets, Senator, as of today, financially, is: 
Grant, $177,000; loan, $76,000; applicant’s funds, $136,000; for a 
total of $400,000 for the water project. 

That. is the way the allocation currently stands. But we know that 
there is going to be a return from the grant portion of the allocation 
because of the fact that it will not be necessary for us to go to Fall 
Creek. 

Senator Bennett. For all pr actical purposes, the estimated cost 
of completing the project will return to approximately the $350,000? 

Mr. Sewarp. Yes, sir. You asked a question a moment ago, sir, as 
to the grant payment. Of the $177,000 currently availab le as grant, 
there has been a payment of $125,853. 

Senator Bennerr. So you have paid approximately a little more 
than the full amount of the or iginal amount allocation for grant which 
you gave me as $124,000? 

Mr. Sewarp. Yes, sir. 

Senator Bennetr. And you expect then that you have completed— 
you have paid out all the money you expect to pay out as a grant? 

Mr. Sewarp. I would say that would approximately complete the 
estimate. 

Senator Bennerr. How much has _ ‘n paid out as loan? 

Mr. Sewarp. The loans? None, si 

Senator Bennett. None? 

Mr. Sewarp. Yes. 

Senator Bennett. Is that because of the court action or other action 
by the town board of Lawrence? 

Mr. Sewar D. No, sir, that is because eee with the grant and 
the applicant’s fund itself we have been al le toc arry the construction 
of the projects thus far. 

— me itor Bennerr. But do you expect to have to pay out money un- 
der the loan before it is finally completed ? 

a Sewarp. Yes, sir. 

Mr. Dinxrns. So far as the town board of Lawrence and the water 
board of Lawrence, it is my understanding that both of them have 
been seeking these loans and grants and that you haven’t had any op- 
position from either the town board or the water board, is that 
correct é 

Mr. Sewarp. That is correct, 

Mr. Dinkins. Is it true that all of your opposition to this situation 
has come from Mr. McGhee and some of his associates ? 

Mr. Sewarp. Yes, sir. Here is the thing that simply puzzles me 
completely. Here is a community that has had a tremendous growth. 
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Their facilities were completely inadequate to serve that growth; 
without the aid which had been authorized by Congress under Public 
Law 138 they could not have procured these facilities. 

Senator Bennerr. Well, let me stop you right there. Could they 
have procured that from the Indianapolis Water Co. ? 

Mr. Sewarp. Senator Bennett, as I say, the Indianapolis Water Co. 
iS a private corporation. 

Senator Bennerr. That is right. 

Mr. Sewarp. The town of Lawrence had certain negotiations with 
the Indianapolis Water Co., with the possibility of procuring water 
from the Indianapolis Water Co. The town, as I told you before, is 
a duly incorpor: ated municipality. They owned and operated the 
system. They insisted that they would continue to maintain and 
operate their system. 

Senator Bennerr. The only reason I raise the question is that you 
made the flat statement there was no way in the world in which they 
could get water. Well, they could get water—— 

Mr. Sewarp. They could get water, sir, by surrendering the water 
system to— 

Senator Bennerr. That is a way in the world. So they were not 
in a position—— 

Mr. Sewarp. I was speaking of still maintaining a water system 
there. 

Senator Bennett. That kind of a statement in view of the contro- 
versy might lay you open to question, because there is a way. ‘They 
may not want to take that way. ‘That may be an undesirable way, 
but there is apparently a way. 

Mr. Sewarp. Well, I withdraw that particular comment, sir. 1 
didn’t mean it just that way. 

Senator Bennett. All right, excuse me for interrupting you. 

Mr. Sewarp. So, the work has gone forward on that basis, sir. I 
just have never understood—as I say, I am completely puzzled. 

Senator Bennetr. How many times did Mr. McGhee bring his 
point of view to the top level of HHFA? How many times were you 
asked to review this situation ? 

Mr. Sewarp. I suppose a half a dozen times. 

Senator Bennett. I am responsible for one such request. 

Mr. Sewsrp. I suppose a half dozen times, sir. 

This McGhee—— 

Senator Bennerr. At any of those times, did he ever present addi- 
tional information or new information with which you were not 
familiar ? 

Mr. Sewarp. No, sir. Not one iota. What I started to say, Sen- 
ator Bennett, this man McGhee is a photographer in Lawrence. He 
apparently has a very meager income. And it has always been a 
mystery to me how this man, as a citizen of Lawrence, a man ‘obviously 
in the low-income brackets, why he would oppose the city of Lawrence 
getting some help in prov iding the facilities there that were so sorely 
needed, sir. 

Senator Bennett. Well, we will have Mr. McGhee in. We have 
had him in and we will have him in again tomorrow. We can ask 
him some of those questions. 
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Mr. Sewarp. The work and time that the man has put into the 
thing, the tremendous amount of money that he has spent in long- 
distance telephone calls, in visit after visit after visit to our Chicago 
office-——— 

Senator Bennerr. Can you tell me how many times he visited the 
Chicago office ? 

Mr. Brown. I can ee two distinct instances. But I think 
there were more. I would say 3 or 4. And then we had gone to 
Lawrence—to Indianapolis tie ts ‘alk with him on 2 or 3 occasions. 

Senator Bennerr. Do you know how many times he came to 
Washington ? 

Mr. Sewarp. Twice, to my knowledge. 

Senator Bennerr. And was in your office both times? 

Mr. Sewarp. In our office one time. The other time I didn’t see 
him. I don’t know whether he was in our office or not. 

Senator Bennerr. He has been here under subpena from this com- 
mittee, at which time he testified. 

Was that one of the two times about which you speak ? 

Mr. Sewarp. That could have been, Senator. 

Mr. Dinxrns. Mr. Seward, may I answer your question of a while 
ago, which I understood to be that you could not understand why some- 
body like Mr. McGhee would object to the Federal Government coming 
into this situation to help out the town of Lawrence when they needed 
this help so badly. 

I want you to understand that the answers that I am attempting to 
give you are not my own answers, but they are answers that I have 
developed in the files of this case. 

I understand that there are three possible answers to that: The 
first one is that all of the water that the town of Lawrence needed 
could have been supplied by the Indianapolis Water Co. on a com- 
parable financial basis, which would have eliminated the necessity of 
the town of Lawrence borrowing this money from the Federal Govern- 
ment or accepting this grant. 

That is one of the objections, as I understand them. The second 
objection, as I understand it, is that under this public law that you 
referred to a while ago, the Federal Government is restricted in mak- 
ing these loans and grants only in those cases in which adequate facili- 
ties are not already available to the town. Mr. McGhee takes the 
position that since they were already available from the Indianapolis 
Water Co. the Federal Government had no legal right to come into 
the pic ture. 

The third objection, as 1 get it from the files, is that there is a 
serious question as to whether these wells will produce a sufficient 
supply to take care of the needs of the city of Lawrence. 

I simply mention those three points as being points in opposition 
to the statement which you have just made. And then I ask you if 
you have anything to add to what you have already said which at- 
tempts to answer those three points ¢ 

Mr. Sewarp. Let us take the first point on the matter of cost—of 
cost to the consumer. 

Mr. Dryxrns. Well, cost and availability. 

Mr. Sewarp. Allright. From the standpoint of availability, I don’t 
suppose that there is any qu iestion but what the Indians apolis Water 
Co. had available sufficient water to supply the town of Lawrence. 
I don’t think that could be questioned. 
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Mr. Brown. No. 

Mr. Dinxrns. If they had contracted with the Indianapolis Water 
Co., then it would not have been necessary to borrow this money from 
the Federal Government or tu have accepted the grants. 

Mr. Sewarp. That is right. 

Mr. Brown. May I inte rpose one comment there, however? That 
was that the Indianapolis Water Co. was not willing to contract with 
the town of Lawrence for a water supply. They were not willing to 
sell water to the town of Lawrence. 

Senator Bennerr. We will have the vice president of the Indianap- 
olis Water Co. in this morning. Do you know that of your own 
knowledge? 

Mr. Brown. Yes; the statement was made to me. I attended a 
meeting at which the—at which were represented officials of the 
Indianapolis Water Co. and officials of the town, at which the question 
was asked directly, “Will the Indianapolis Water Co. sell water to 
Law rence for distribution by Lawrence in their present system?” and 
they said no, they simply couldn’t entertain such a proposition. 

Mr. Drnxrns. Didn't they submit two plans? I think they called 
them plan A and plan B. 

Mr. Brown. Yes; and neither of those plans provided for water on 
2 wholesale basis to be distributed by Lawrence. It meant the trans- 
ferring of the water system in Lawrence to the Indianapolis Water 
Co. and the abandonment of the town well supply and storage. 

Senator Bennerr. That last interests me. 

Indianapolis Water Co., if it had taken off the Lawrence system, 
would not have used their well supply. ‘They would have supplied 
water from outside. 

Mr. Brown. They would not consider either furnishing water on 
standby basis or in total. 

Mr. Dinkins. Was there any insistence on the part of Indianapolis 
Water Co. that if they came into Lawrence that they would also have 
to buy up the presently existing water system in Lawrence? Was that 
a part of the transaction ? 

Mr. Brown. That is right. Plans A and B, as I remember—one 
plan provided for taking over the lines that were already constructed, 
and the other plan for taking over not only those, but the areas in 
which mains had not yet been laid. 

And they also offered, informally, although not as part of either one 
of these plans to consider the purchase of the old system in the old 
town. 

Mr. Dinxrns. But the purchase of the old system was not man- 
datory ? 

Mr. Brown. No, sir. However, the town would have had to decide 
whether or not to go on with their old well supply or abandon them 
completely if they wanted to operate it. And part of the plans also 
circumscribed the area in which the Lawrence Water Co. could oper- 
ate from that point on, and would not permit them to expand their 
system without the permission of the Indianapolis Water Co. 

Mr. Dinxrns. Mr. Seward, before I forget, I am very anxious to 
ask you one more question. 

I also understand in making this determination that Lawrence was 
a critical area ? 

Senator Bennerr. Yes; he has testified to that. 
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Mr. Dinxrns. Mr. Poston has just handed me a memorandum saying 
that certification was dated November 19, 1951. Does that coincide 
with your recollection ? 

Mr. Sewarp. That is approximately correct. 

Mr. Dinxins. One of the other charges in this case, as I understand 
it, is that certification of Lawrence as a critical defense area was only 
for a given period of time, and that time has now expired, and that 
if you continued with these loans and grants that it would be beyond 
the expiration date of - critical period. 

Mr. Sewarp. No, si 

Mr. Dinkins. On the other hand, I heard that by some joint reso- 
lution of Congress that period of time had been extended. Will you 
explain that situation ? 

Mr. Sewarp. Public Law 139, as enacted, which included the author- 
ization for the complete operation of the act, including the ~~ sing, 
the critical defense area, and so forth and so on, expired June 30, 1953. 

On June 30, 1953, I think by joint resolution of the rae and 
Senate, the authority was continued to June 30, 1954. 

Again, by joint resolution, prior to June 30, 1954, the authority 
was continued to July 31,1954. In the Housing Act which was passed 
just here a week or 10 days ago by the Congress, it continues the 
authority to June 30, 1955. 

Mr. Dinxunvs. Insofar as congressional authority is concerned, there 
is no question about that. 

Mr. Sewarp. No, sir. 

Senator Bennetr. I am not a lawyer, but it would seem to me that 
even though the authority had lapsed, if the contract had ac tually been 
completed, the grant had been made, and thus, the program had been 
started within the period that you could go forward and finish the 
program. 

Mr. Sewarp. It would necessarily have to go through to completion, 
Senator. 

Senator Brennerr. Sure. 

Mr. Brown. The expiring of the authority precluded the new 
program. 

Senator Bennett. That is right, but it didn’t prevent you from 
completing the program already instituted. 

Mr. Sewarp. That is right, siz 

Senator Bennerr. This program was actually instituted, as I re- 
member the date, in August of 1953. 

Mr. Sewarp. That is right. 

Senator Bennett. So that it was well in advance of even the first 
expiration date of this series? 

Mr. Sewarp. Yes, sir. 

Senator Bennerr. Do you have any further questions? 

Mr. Brown. The first housing program, Senator, if you are inter- 
ested, was approved by the Administrator in the fall of—on August 19, 
1951, for the first 1,000 units. And the second one for an additional 
1,125, on June 25, 1952. 

Mr. Dinkins. Mr. Seward, do you know what the population in- 
crease in Lawrence has been for the last 3 years? Just approximately. 

Mr. Sewarp. I can tell you approximately what that 1s. 

In 1940, the population of Lawrence was 1,047. In 1950, the popula- 
tion was 1,987. In 1952, it was approximately 2,200. Now, it is 
roughly 5,000. 
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Senator Bennett. When you say in 1952, was that the end of 1952? 
Was that before this program got started, or in the middle of the 
development of the program ¢ 

Mr. Sewarp. I would say it was right after the development got 
started there, Senator. 

Mr. Dinxrys. Mr. Seward, I had some information indicating that 
the builders in this Lawrence area had gotten together and worked 
out some sort of arrangement with HHFA in which they raised some- 
thing like $200,000 to go forward with this program. Do you know 
anything about that? 

Mr. Sewarp. Yes, sir. 

Mr. Drnxrns. Will you explain that, sir? 

Mr. Sewarp. The builders agreed with the city of Lawrence that 
they would provide certain funds on the basis of a $50 tap charge— 
no, that is on the sewer of a $15 tap charge on the water. That is 
for every tap that was made, the builder would pay the city of Law- 
rence $150. 

When this thing got into litigation and bond attorneys were unable 
to render a “no litigation” certificate, and thereby utilize the bonds, 
the builders agreed with the city of Lawrence that they would advance 
this $150 tap fee rather than pay it at the time that the tap was made, 
and through that operation, sir, the city of Lawrence built up a pot of 
money with which they could meet their obligations in this agreement. 

Mr. Dinkins. Do you know about how much that amounted to? 

Mr. Brown. On the sewer project, they provided— 

Senator Bennett. Well, now, the sewer project is not before us. 

Mr. Brown. Well, the $200,000 has to do with the sewer project, 
and the $136,000 has to do with the water project. 

Senator Bennerr. I think we better not get started on the sewer. 
We better get the sewer out of this unless we are forced into it. 

I think you testified earlier that the city had spent about $133,000 
to date on the project. And that is the source of its funds? When 
you were listing the amount that had been spent or made available, 
you 

Mr. Brown. The amount of money we gave you was the amount 
of grant money we had paid to the town of Lawrence. They have 
also expended, in addition, some of the funds the—— 

Senator Bennerr. That is right. I thought I—— 

Mr. Sewarn, $125,950 was the grant. 

Senator Bennerr. That is right. 

You don’t know of your own knowledge how much the city has 
spent from its own funds to date? 

Mr. Brown. The last information we had—that puts that figure 
around $54,000. 

Senator Bennerr. And that has come out of this potential $136,000, 

Mr. Drnxrns. Mr. Seward, you testified awhile ago that under this 
Government program about 1,000 houses were to be built in and 
around Lawrence under the Government program. Do you know 
about how many of those have been constructed to date? 

Senator Bennett. Mr. Seward has testified since there was a second 
allotment of an additional 1,000, or approximately that number. 

Mr. Brown. The critical defense area was designated as Marion 
County and two adjacent counties, with a total program of 1,125 houses 
in Lawrence; in the newly annexed areas, up to and including the 
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1954 construction program, in the new areas there, 934 either com- 
pleted or under construction, of which about 540 are title IX and the 
remainder title II. 

Senator Bennertr. Are there in addition houses that are being 
financed conventionally that you know of # 

Mr. Brown. Iam notsure. We don’t have that information. 

Senator Bennett. Do you know whether these approximately 900 
houses will represent the full development under Government insur- 
ance in this town of Lawrence ? 

Mr. Brown. The builders have plans to continue building in that 
area. They feel it is very desirable. It is adjacent to Fort Benjamin 
Harrison and other defense plants. Whether they finance them with 
FHA insurance or conventional, I don’t know, but they do plan to 
build more. 

Mr. Sewarp. The 1954 will be completed this year. 

Senator Bennetr. Yes, sir? 

Mr. Sewarp. And the builders have told me out there that they 
continue to go ahead considerably beyond that. 

Senator Bennett. Is this amount of $350,000, which will represent 
the approximate cost of the present extension, a reasonable amount to 
provide water for 954 houses? 

Mr. Sewarp. Yes, sir. When I was there in January and went over 
this thing, as I say, on the ground, I sat down with each of the builders 
to de velop what he, himself, intended to do this year, and there was a 
cutback of some of the lines. We eliminated some of the lines. That 
is, where property, Senator, that would not be completed this year, 
but would carry over into next year, and for some future date, and we 
cut those out of the project entirely. 

Senator Bennerr. Are they going to have to be supplied later and 
if so, where will the money come from? 

Mr. Sewarp. They will have to be supplied later, if they are con- 
structed. And it is hoped that the city of Lawrence will be in a posi- 
tion from revenues, from connections that they are already getting 
now, and so forth, that they will be able to take care of that extension. 

Senator Bennett. It is not anticipated that there will be any more 
requests for loans or grants? 

Mr. Sewarp. No, sir. 

Mr. Dryxtns. Mr. Seward, we have had some evidence that—at 
least charges that some of these houses were poorly constructed and 
poorly inspected, and all that sort of thing, and I just wanted to ask 
you: When it comes to the construction of these houses and inspection 
of these houses, that is an FHA operation and not yours; is that 
correct ? 

Mr. Sewarp. That is right, sir. 

Mr. Dinxrns. Has there also been some evidence in the record here 
that there was a utility hearing called by the utility board of Indiana 
some time ago in which charges had been made that so far as the town 
of Lawrence was concerned, on the old waterworks operation, that 
their bookkeeping systems had been very bad and there was rank dis- 
crimination in the utility charges to the different people, and there 
were certain findings by the Utility Commission of Indiana. Now, 
the only question I w anted to ask you about this is this: When HHFA 
is making a loan or grant, or both of them, to a municipality of this 
sort, how far, if at all, do you go into the bookkeeping systems and the 
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charges that are made by the town as to whether they are discrimi- 
nating in rates or not ¢ 

Is that your problem or not? 

Mr. Sewarp. Yes. In the construction of the project, when funds 
are made available by the Government, or by the applicant for that 
project, we require that those funds all go into a construction account. 
All expenditures for the project are paid from the construction 
account. ‘Those construction accounts are monitored constantly by 
our people. By constantly, I mean at frequent intervals. They are 
also in turn audited by our auditing department, and any charge that 
has been unjustly made is made an exception. 

So we know exactly where we stand financially on these projects 
at all times. 

If, for instance, a ae” is estimated to cost, just for the sake of 
argument, a million dollars, $500,000 of the money comes from the 
Government, $500,000 of it comes from the applicant; in the final 
analysis, the project only costs $900,000, the Government only partici- 
pates to the extent of "$400,000, and the applicant’s funds are not 
reduced in any way. 

Senator Bennerr. Are you concerned with the rates charged to 
those who connect with the system ¢ 

Mr. Sewarp. No, sir; we are concerned with them, Senator, only 
in cases where we have a loan, and we want to make sure that the rate 
is high enough to properly amortize that loan, sir. 

Senator Bennerr. You are not concerned with the problems that 
face the State utility commission ¢ 

Mr. Sewarp. No, sir. 

Senator Bennerr. Not at all? 

Mr. Sewarp. No, sir. 

Senator Bennerr. And the charges that there have been discrimina- 
tions practiced in the old sy stem ‘before this extension is added are 
of no concern to you ¢ 

Mr. Sewarp. No, sir. But I would like to say in connection with 
that, you take a little community of 1,000 people, operating its own 
water system, I think that, by and large, across these U nited States, 
you w ill find it generally a pretty loose operation, Senator. ‘They just 
don’t have the type of people to set that thing up as an accountant 
would. 

Senator Bennerr. I think that is all. 

Do you have any more questions ? 

Mr. Dinxins. Is there anything that you have to say that you think 
might shed light on this that we haven’t questioned you about, Mr. 
Seward ? 

Mr. Sewarp. No, sir; except in this general sense: In my experi- 
ence in Federal service, it has all been in the public-works field. I 
have handled thousands upon thousands of projects. In my entire 
experience, there has never been one that has been reviewed and re- 
reviewed and gone into with a fine-tooth comb any more than this 
one has, and I am just as confident as I could possibly be that what 
we have done in this thing was the thing that was right and proper, 


from the standpoint of the Government and from the st: indpoint of 
the town of Lawrence. 
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Mr. Dinkins. Mr. Brown, you have heard Mr. Seward’s testimony. 
Do you have any fault to find with any of his testimony, or do you 
have anything to add that might shed ‘light on this situation 

Mr. Brown. I have certainly no fault to find in Mr. Seward’s testi- 
mony. I agree with it completely. There is one item that may be rela- 
tively unimportant, but I think it will play some part and should be 
given some consideration in this matter of whether the town should 
have relinquished its water system to the Indianapolis Water Co. 

They, of course, didn’t want to do it; they wanted to continue 
their own operation and expand their own system, which we felt they 
had a right to do if they so desired, and we had no right to tell them 
to turn their system over. But there ere some other problems in- 
volved. For example, the town of Lawrence also has two existing 
bond issues outstanding that are not yet paid off, which they would 
have been left with high and dry had they had no more revenue from 
their system. 

One bond issue—they are both nonredeemable; that is, the first 
issue in 1935 could not be redeemed until 1972, and the one in 1949 
not redeemable until 1955. I think that is one consideration that is of 
importance. 

Mr. Dinxrns. Do I understand that the sale of these bonds are 
being held up 

Senator Bennett. No, no, they were previous bonds. 

Mr. Brown. They have a first and second issue. That is the reason 
that the third issue of $987,000, while it will be advertised, will prob- 
ably have to be purchased by us because they are third-lien bonds and 
not readily salable at the moment on the private market. 

Senator Bennett. I understand the one issue is payable in 1955? 

Mr. Brown. No, it is not redeemable until 1955. 

Senator Bennett. I see. 

Mr. Brown. The other thing that comes to mind in connection with 
the water table is that the original well drilled in 1935 is still pro- 
ducing adequately and shows no sign of giving out. 

Senator Bennett. Has its level dropped i in the 20 years? 

Mr. Brown. Not materially. This new well seems to be a much 
better source of water. 

Senator Bennerr. How many wells were there? 

Mr. Brown. Two wells and a 35,000-gallon storage tank was the 
extent of their supply. 

Senator Bennett. This new one is the third one? 

Mr. Brown. That is right. 

Mr. Dinxrns. We had some evidence indicating there had been a 
50-percent drop in the water level around Lawrence in the last few 
years. Do you dispute that statement ¢ 

Mr. Sewarp. I don’t see how you could possibly put that on a per- 
centage basis. 

Mr. Brown. I couldn’t dispute it or support it. 

Mr. Dryxrns. I am not trying to defend it. I wanted to know 
what you had to say about it. 

Senator Bennerr. Mr. Seward has indicated there was a drop of 
about 21 feet. 

Mr. Sewarp. As I say, I would like to check that. 

Senator Bennett. I hope you will. That is 50 percent of what? 
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Mr. Sewarp. I don’t know how I can put it, as I say, on a percent- 
ige basis. 

Mr. Brown. The water in the new well came in at a higher level 
than we are getting in the old wells. It came in at less than 200 feet. 

And incidentally, as I understand, Senator, the Indianapolis Water 
Co. is also getting their supply from wells. 

Senator Bennerr. If that is the case—and I don’t know where else 
they would go—that would indicate that if the supply is being de- 
pleted, it does not matter who dug the well, the same depletion would 
go on. 

Mr. Brown. Yes, sir. 

Senator Bennerr. Well, Mr. Brown, since Mr. Seward is here in 
Washington, and unless you have any partic ular information that 
Mr. Seward does not have, I think we won’t hold you over tomorrow 
for the public hearing. We will depend on Mr. Seward’s testimony 
to repeat what we have already heard. Is that all right with you, 
Mr. Seward, or would you rather have Mr. Brown ? 

Mr. Sewarp. I would like for Mr. Brown to remain, in view of the 
fact that some of the detailed figures may come up on expenditures. 

Senator Bennetr. We have no objection, certainly, but we will not 
expect to call Mr. Brown. 

Mr. Sewarp, All right, sit 

Senator Brnnerr. Unless there is something unexpected. Is that 
all you have? 

Tomorrow at 10 o'clock we will be in the District room. The 
District of Columbia room is on the floor floor of the Senate wing 
of the Capitol. 

We will have Mr. McGhee on the stand first, so I don’t imagine 
we will need you at 10 o’clock. But I think it would be helpful 
if you could be available by 10: 30 

We hope we can get through, but since we already have about 

hours of testimony from Mr. McGhee, I am not sure we can 
finish up with him in 30 minutes. But I am sure you won't be needed 
before 10: 30. 

Mr. Sewarp. Would there be any objection to my being present in 
the room / 

Senator Bennetr. Oh, no. It is a public hearing, and we would 
be delighted to have you both sit in the audience. But if you had 
anything else, we wouldn’t want to require you to be there and sit. 

Thank vou very much, gentlemen. 

We will go on with Mr. Dawson. 

Will you be sworn, Mr. Dawson ¢ 


TESTIMONY OF CHARLES M. DAWSON, STATE DIRECTOR, INDIANA 
FEDERAL HOUSING ADMINISTRATION 


Mr. Dawson. Yes, sir. 

Senator Bennetr. Do you solemnly swear the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Dawson. Yes. 
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Senator Bennetr. Mr. Dawson, will you give your name for the 
record. 

Mr. Dawson. Charles M. Dawson. 

Senator Bennerr. And your official connections ? 

Mr. Dawson. I am State director of FHA for Indiana. 

Senator Bennerr. And your home address ? 

Mr. Dawson. 2028 East 62d Street. 

Senator Bennett. Indianapolis? 

Mr. Dawson. Yes, sir. 

Senator Bennerr. Would you like to begin the questioning, Mr. 
Dinkins? 

Mr. Dinxrns. Mr. Dawson, how long have you been FHA director 
in Indianapolis? 

Mr. Dawson. I think May 28, a vear ago. 

Mr. Dinkins. That is May 28, 1953 ¢ 

Mr. Dawson. Yes, sir. 

Mr. Dinkins. Will you explain for the record, please, what housing 
programs FHA now has in Lawrence, Ind.? 

Mr. Dawson. We have four projects there: Harrison Park addi- 


tion. That is being constructed by Property Management, Inc. 
Brookhaven addition, being constructed by ABC Cons struction Co. 
Brookside Park, being constructed by E: arhart-Court, Inc. And 


Lawrence Manor, being built by Durabuilt Homes. 

Mr. Drvxrys. Will you give me the name of that first project 
again, sir? 

Mr. Dawson. Harrison Park addition. 

Mr. Dinkins. Now, Mr. Dawson, will you go ahead and describe 
those four projects and tell us which ones come under title 9 and 
which ones come under title 2? 

Mr. Dawson. Harrison Park addition is section 903. 

The total number of lots and units in there is 332. Number of units 
sold: 332. Total number of FHA commitments issued: 332. Prac- 
tically all of those are going VA now. We only have eight units in 
that total project that are being completed under FHA. All of the 
rest have gone under the VA program. 

Those were 2-bedroom and 3-bedroom units. The 2-bedroom units 
are as follows: 223 of them had a sales price of $9,350. In the 3-bed- 
room units, the average sales price was $9,750. There are 109 of 
those. 

Mr. Dinxrys. Are they all dwelling homes? 

Mr. Dawson. Yes, sir. 

Mr. Dinxrns. In those four projects, how many homes are in- 
volved ? 

Mr. Dawson. There are 332 in Harrison Park. Brookhaven has 
423 units. 

Mr. Dryxrns. When you speak of a unit, you mean a house? 

Mr. Dawson. Well, there were that many lots. 

Now, Brookhaven is not completed. There are practically a hun- 
dred units to be completed there. 

Lawrence Manor has 150 units or lots in the division. Number of 
units completed to date and occupied: 49. Total number of units un- 
der construction and sold: 31. 

Mr. Drnxrns. I do not believe you mentioned Brookside Park. 

Mr. Dawson. Brookside Park: 157 units. 
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Now, that is made up of: 25 double, 3-bedrooms; 25 double 3-bed- 
rooms; 32 single 3-bedrooms; and 25 single 2-bedrooms. 

Mr. Drxxrns. Mr. Dawson, I was trying to get some rough overall 
picture there. And as I followed your figures, these 4 projects in 
Lawrence amount to about 1,100 houses, either completed or in the 
process of construction ¢ 

Mr. Dawson. That is right. 

Mr. Dinkins. Now, Mr. Dawson, we have had some complaints 
filed with us about the construction of these houses. In a general way, 
the complaints have been that these houses went up too fast; that the 
communities were not able to absorb them; that they were poorly 
built and constructed; and that they had improper water and sewage 
facilities; that by having been put up so quickly they did not have 
adequate school facilities and the other things that would normally 
go along with a housing program of this kind. 

What have you to say about that, sir? 

Mr. Dawson. As far as schools are concerned, I think that is cor- 
rect. 

We vot into these programs because of the location of the Finance 
Center out there at Lawrence. They intimate that they are going 
to bring about 6,000 people in there. And Lawrence was the only 
place, the only community around there, that they could have a possi- 
bility of getting the sewage and water in them. As to the sewage and 
water setup out there, late in the spring, the latter part of the winter, 
we held up the issuance of commitments, that is, permitting them to 
close their loans, on account of the water and sewage. 

They made a temporary attempt to handle a certain section of 
houses—I think about 31 or 33 -by running the sewage into what they 
called a lift station. As the sewage job was to be finished that was to 
be used asa lift station. ‘They run that sewage in there, and then they 
let it drain off. And our office had a constant check daily by the State 
board of health on that to see that there was nothing going in and out 
of there was going to be dangerous to the community 

They finally got that hooked up. We found f: amilies that were being 
pushed out of the rental properties; they had sold their own homes 
and had to give up possession. ‘They were on us constantly to get 
something done. When they made that temporary hookup, we au- 
thorized the closing of cases, the closing of loans, issuance of com- 
mitments so that they could make those connections. 

There has been a lot of controversy about that. We have nothing 
whatever to do with the water system or sewage system: only as to 
the houses that are being built up under FHA being tied into them. 
They have their system out there working. There is a question about 
some lines. I got a call from this Mr. McGhee about a month ago, 
I suppose. He was complaining that they were putting waterlines 
in too close to the surface, not below freezing depth. I sent our chief 
architect out to make a personal inspection. They went out there and 
they checked all open lines, and they made a test of a lot of others. 
And not one did they find that was not down below the depth required. 

Now, then, just recently there has been an article in one of the local 
papers that the lines are buried too deep. There is a question about 
who is at fault in putting the lines down or whether the builder of 
the addition has changed his grade and made his grade too high. 
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There seems to be some conflicting stories about the contractor out 
there not putting those lines in according to specification, 

We do not have any records on that. The water is in and servicing ; 
the sewers are servicing; and we have been closing the loans on those 
properties out there. 

Mr. Drinks. As far as you know now, the people who will be living 
in these 1,100 houses will have acdequ: ite water and sewage facilities ‘ 

Mr. Daw son. That is right. They have to be connected before we 
will close or issue the commitments and let them close the loans. 

Mr. Dinkins. Do you have anything to do with the water charges 
by the town of Lawrence ¢ 

Mr. Dawson. No, sir. 

Mr. Dinkins. Mr. Dawson, you testified that you have been the 
FHA director in Indiana since May 28, 1953. Can you recall how 
many complaints vou have had during that time from Mr. William 
McGhee ? 

Mr. Dawson. I could not say how many. I have had several. 

As I recall it, the first call that he gave me was last spring some 
time about the time that Property Management was starting the con- 
struction of their addition. He said that they were pouring footings 
on filled ground. 

Now, here is our position in that, if you know anything about the 
operation of FHA: 

A contractor starts work. They ask us to make an inspection, first, 
second, and third inspection. We had not really been on that job for 
inspection. But I immediately asked my chief architect to go out 
there and make an inspection. He did make an inspection with a 
couple of his assistants. They did find a few of those footings or 
foundations that had been put on questionable ground. They dug 
down; they made tests; and they required them to put piers under- 
neath those. There was not too many of them. 

I do not: recall just how many they did find that were questionable. 
From then on, I assigned one of our inspectors constantly to that job. 
We are limited in our personnel, and it is a pretty hard thing to do. 
But with the controversy and the newspaper publicity, I felt we should 
do it. So I picked one of our best inspectors and put him on that job 
permanently. 

We had one inspector on there a few days; and then we changed 
and put this man, Mr. McLaughlin, on there, and he has been on the 
job ever since. 

We grade these builders. When a builder first starts with FHA, we 
give them a grade of a hundred. And we grade them up or down five 
points either way. I checked the records before I left. These builders 
out there have a 97 grade, which is not up maybe to what it should be. 
But we have been on that job with our inspectors, and I think we have 
had good construction. 

My experience in building was in conventional building. We had 
this argument and this question all the time about prefabs. Indiana, 
L suppose, is one of the strongest prefab States in the Union. We 
have a lot of prefabs. 

Senator Bennett. In this job? 

Mr. Dawson. These are assembled jobs. The sides and things were 
built—— 
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Senator Bennerr. Are all of these 1,100 houses prefab houses? 

Mr. Dawson. Yes, sir. They come out of New Orleans. 

Mr. Dinkins. Mr. Dawson, before you approved these four proj- 
ects, did you carefully investigate the need of the community of Law- 
rence for this much housing? 

Mr. Dawson. Yes. We have been running constant surveys. There 
is still a demand. All of these units in property management have 
been sold. Every one of them have been sold. They are going through 
VA. FHA is only insuring eight of the total number. 

Mr. Dinkins. They are all to be sold rather than rented ? 

” 7 Mr. Dawson. Yes. 

Senator Bennett. They have to be. 

Mr. Dawson, The program was set up partially for sale and par- 
of ’ tially for rent. They were started under the Defense Housing Act 
as a defense program. After they got started—we had several proj- 
ects going at the time: and, as they began to finish out, the question 
of occupants was handled through HHFA, and approval is given 
ena HHEFA. Their office in Chicago makes those checks. And 
the additional units that were built for rent were approved for sale. 
And in checking, I understand all those units are sold at the present 
time. VA is clearing them as fast as they can get to them. They are 
making personal inspections of every house before the y close them. 

Mr. “‘Dingrys. Now, in addition to the 1,100 about which you testi- 
fied awhile ago, what plans, if any, do you have for future housing in 
and around Lawrence ¢ 

Mr. Dawson. We have curtailed all rental housing in that area. In 
fact, about the on ly thing we have got up for consideration—we 
haven't made any quant ation yet—is in the southwest part of In- 
dianapolis. But we feel we have all the rentals we need at the present 
time. 

Mr. Dinkins. I was speaking particularly of Lawrence, and I 
understood out of these 1,100 units, they were all sale houses and not 
for rent ¢ 

Mr. Dawson. Well, as I say, the demand for defense housing from 
the people who could qualify just did not materialize. And they have 
been released for sale. Now, we have right outside of the town of 
Lawrence, right in that immediate neighborhood, several apartments 
completed, 

South of there we have other apartments. We have road-type hous- 
ing; we have walkup apartments. There are more rentals in that 
‘ ’ immediate section than there is in any other part of Indianapolis. 

Mr. Dinxrns. Do you have some section 608 projects in there too? 

Mr. Dawson. Yes. 

Senator Bennerr. But not in Lawrence? 

Mr. Dawson. Not in Lawrence; no. 

Mr. Dinkins. Do you anticipate more housing projects for Law- 
rence in the immediate future ? 

Mr. Dawson. No. In fact, there is no ground in Lawrence to do 
that unless they annex. Most of those projects are on ground that 
the town of Lawrence annexed before they started construction. 

Mr. Dinxrns. Well, then, so far as these four projects which you 
just described are concerned, that apparently is the end of the Federal 
housing in the town of Lawrence, as far as you now see ? 
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Mr. Dawson. Yes. In fact, I do not think there is any vacant lots 
in there to build any more on unless they annex some additional 
territory. 

Mr. Dinxrins. Mr. Dawson, you gave me the names of these four 
projects a while ago. Would you give me the builders for each of the 
four projects, please. 

Mr. Dawson. Well, the Harrison Park addition: The apartments 
operate under your program under the name of Property Manage- 
ment. Now, that is tied in with the Shelby Construction Co. of New 
Orleans. It is the same group of stockholders. That is one that was 
suspended; and we had a notice that they were back; and, last week 
I understand that they were suspended again. But when I left Friday 
night we had no official notice that they had been suspended. 

Senator Bennert. Well, if you are through building, that is aca- 
demic as far as the town of Lawrence is concerned. 

Mr. Dawson. We are through, because, as I say, I do not think there 
is a vacant lot in the town of Lawrence. 

Mr. Dinx1ns. How about Brookhaven? 

Mr. Dawson. That is built by the ABC Construction Co. That is 
John Bauer. He is the owner of that project. 

Mr. Dinxrns. How about Brookside ? 

Mr. Dawson. That is being built by Don Davis. It is financed by 
the Savill-Mahafee Mortgage Co. 

Mr. Dinkins. And Lawrence Manor? 

Mr. Dawson. Lawrence Manor is being built by Durabuilt Homes. 

Mr. Dryxins. Do you know Mr. Richard L. Fisher, who is a builder 
in Lawrence? 

Mr. Dawson. Yes. He is the foreman or manager of the Harrison 
Park construction. 

Senator Bennerr. The Property Management construction ? 

Mr. Dawson. Yes, sir. Property Management. 

Mr. Dinxurns. I see. 

Mr. Dawson. I have something here I would like to read to you. 
Itisa report from my chief architect. 

(Discussion off the record.) 

Mr. Dawson. This is to me from Mr. Samuel L. Ruble, chief archi- 
tect. Subject : “Complaints on Harrison Park Subdivision, Lawrence.” 

With further reference to our conversation about complaints made by Mr. 
McGhee in Lawrence, I wish to report that I have gone through our files and 
find that the only memorandum I gave you was the one dated July 19, 1954, 
covering the street base in Harrison Park subdivision. The only other complaints 
made by Mr. McGhee that I can recall which you asked me to investigate at the 
time were: 

1. Mr. McGhee indicated that he felt that the water mains were not deep 
enough below the street level and that the water service pipes to the houses 
were so near the surface that they might freeze. As you directed at the time I 
made an inspection of both these items and also questioned all of the inspectors 
who had made inspections in the area, and it was determined that the mains 
and pipes were deeper than the 30 inches below the street level and yard level 
required by the Federal Housing Administration’s Minimum Property Require- 
ments for the State of Indiana. In talking with Mr. Earl Heassler this morning, 
the subject of Mr. McGhee came up and Mr. Heassler again commented that he 
had inspected a very large number of these installations and had never seen 
one that did not comply with our requirements. 

2. The other question raised by Mr. McGhee was the fact that he thought some 
of the foundations in the northwest corner of the subdivision did not extend 
down to undisturbed soil. Again as you directed I asked the contractor to open 
those foundations which Mr. McGhee questioned and although there was a rea- 
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sonable doubt as to whether or not the foundations went to undisturbed soil, 
we required the contractor to underpin those foundations where there was a 
doubt, which he did in complete accordance with our directions and in a very 
satisfactory manner. I personally inspected the holes for the underpinning 
before the concrete was poured and again inspected the underpinned portions 
after the concrete was poured. There is now no question as to whether or not 
these foundations rest on undisturbed soil. They definitely do. 

3. It can be demonstrated, if necessary, that the curtain wall foundation used 
in this subdivision exceeds the requirements of good engineering practice. We 
have frequently discussed this construction with the inspectors and are prepared 
to defend, if necessary, any question as to the compliance of this construction 
with the Federal Housing Administration’s requirements, 


And it is signed by Samuel L. Ruble. 

I have another one regarding the streets. Mr. McGhee called me 
again in regard to the streets of Lawrence. He said the base was not 
up to specific ations. 

This is to me from Samuel L. Ruble, chief architect. Subject: 
Street base, Harrison Park subdivision. 


In compliance with your request I made an inspection of the streets that have 
the street base completed in Harrison Park subdivision in Lawrence, Ind., 
which is being developed by Property Management. I tind that the street base 
is installed in a satisfactory manner, and in complete compliance with our data 
sheet SK—102, which governs in this subdivision. The base is composed of a good 
grade of bank grade of bank gravel which equals or exceeds the grading schedule 
given in SK-102. The depth of the fill was checked in three test holes which 
the contractor opened at points indicated by me. The depth exceeds our require- 
ments, and the correct grade of material was used for the entire depth. The 
base was so well compacted that the holes were hard to dig even with a pick, 
The compaction was uniformly good for the entire depth. There was no evi- 
dence of any organic material in any of the holes examined. I checked the work 
in progress in the other streets, and found the material satisfactory. It was 
being spread in layers about 3 inches thick, thoroughly mixed with a power 
blade, and then compacted with a smooth wheel power roller, all in exact 
compliance with our data sheet. 

While in Lawrence I went to the home of the street commissioner, Mr. C, C. 
McCoy, and there read the specifications of the town of Lawrence for street 
base. The only specification Mr. McCoy showed me was contained in an ordnance 
passed by the town board, and seemed to be an exact copy of our data sheet 
SK-201. This data sheet is our specification for a crushed stone street base 
with a choker stone later applied and rolled in. In my opinion, the bank gravel 
makes a better base for the reason that the required choker stone is already 
in the mix in the form of sand and fine gravel, and is thus more completely 
mixed into the base for the entire depth. 

Mr. McCoy was afraid that the bank gravel base might not result in as good 
a street as the crushed stone. I told him that in my own opinion, with bank 
gravel applied in the maner that was being done in Harrison Park, he would 
probably have a better street. He then said that the contractor would give 
him a 3-year bond, and 2 inches of topping instead of 1 inch, and that if we were 
satisfied, he would be happy with the street also. As outlined above, the street 
as installed does not exactly meet the limited specifications adopted by the town 
of Lawrence from the standpoint of material used, but in my opinion, the street 
base exceeds that required by the town board. 


Senator Bennerr. Mr. Dawson, as you know, Mr. McGhee has made 
a number of charges on both inspections. You have detailed them. 
We think it would be wise, if it can be arranged, that you be with us 
tomorrow. We would not expect to call you unless Mr. McGhee re- 
peats those charges or makes some new ones. We would expect to call 
you in reply to something he might say. But otherwise, I think it 
would be wise for you to be in the audience to hear what Mr. McGhee 
may have to say. 

Mr. Dawson. I will be glad to stay over. 

Senator Bennert. Thank you. 
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The room is the District of Columbia room, which is just outside 
the Senate Chamber on the Senate floor of the Capitol. We will be 
going at 10 o’clock with Mr. McGhee. Maybe it would be wise for you 
tobe there then. And when we get through with Mr. McGhee, we may 
be able to release you. 

Mr. Dawson. Thank you. 

Here is an article in one of the local papers on one of the local 
projects. I did not know whether it would be interesting or not; but 
they are commenting on the housing and construction. 

Senator Bennerr. If you would like to submit that, we will hold it 
in our files. I do not think we will copy the text of it in the record. 

Thank you very much. 

Now, is Mr. Norris out there ? 

Mr. Dinkins. Yes, sir. 

Senator Bennerr. Do you solemnly swear that the testimony you 
are about to give in this investigation will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Norris. I do. 


TESTIMONY OF ALFRED 0. NORRIS, EXECUTIVE VICE PRESIDENT, 
INDIANAPOLIS WATER CO., INDIANAPOLIS, IND. 


Senator Bennerr. Mr. Norris, will you give your full name, your 
home address, and your business connection to the reporter. 

Mr. Norris. My name is Alfred O. Norris. My address is 8190 
North Pennsylvania Street, Indianapolis, Ind., and I am executive 
vice president of the Indianapolis Water Co. 

Senator Bennett. I am sure you know the genesis of this inquiry, 
Mr. Norris. Mr. Dinkins has a number of questions that have come 
out of previous testimony that has been given by Mr. McGhee on which 
we would like to get some information. 

Mr. Dinxrins. Mr. Norris, suppose I start out by saying that we 
have received some conflicting information about the services which 
the Indianapolis waterworks either could furnish or desire to furnish 
to the town of Lawrence. One side of our information has indicated 
that your company was perfectly willing to furnish complete water 
services to the town of Lawrence, which would be sufficient to take 
care of all the new Federal housing which has come in there in the 
last year or two and furnish them at reasonable rates. That there- 
fore there was no reason for the town of Lawrence dealing with the 
Federal Government or receiving more money from the Federal Gov- 
ernment either as a loan or as a grant; that all the town of Lawrence 
had to do was to contact your company and that would solve all of 
their water problems. 

On the other side of the picture, we have received information that 
your company was only willing to come into the town of Lawrence on 
a certain limited basis which did not meet the requrements of the town 
board of Lawrence and the water board of Lawrence. Having stated 
both sides of the proposition as I understand them, will you be good 
enough to state on behalf of your company just what the water situ- 
ation is as you understand it to be? 

Mr. Norris. The Indianapolis Water Co. has, as a matter of policy, 
been perfectly willing to serve the town of Lawrence and the additions 
to the town of Lawrence on the same basis that we would go into any 
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real estate development or new territory. We have expressed a 
reluctance to serve the town of Lawrence through a single metering 
point. 


Mr. Drvxrns. Is that what you mean by a wholesale operation? 

Mr. Norris. It has been also referred to as “on a wholesale basis.” 
The reasons for that we tried to make clear. First of all, the distribu- 
tion system of the town of Lawrence was not so built to make it possible 
to serve at a single point. The town of Lawrence was already some 
distance from our nearest distribution main. 

Senator Bennett. How far, Mr. Norris? 

Mr. Norris. That was something in the neighborhood of a mile. It 
was about a mile from the nearest distribution system. And our fur- 
ther interest and reasons for not wishing to serve at a single point is 
that we did not think it would solve their problem of inadequate service 
which they have been suffering from during summer periods in the 
past. And the last and probably the biggest reason is that the Indian- 
apolis Water Co. has difficulty in finding enough water in that area. 
And we were not anxious at all to develop additional water sources and 
then sell them at a wholesale rate and have their peaks of demand 
coincide with our peaks. It just simply is not a profitable business 
to serve a residential area at a wholesale rate. 

Senator Bennerr. Do you have any residential areas that you are 
serving on a wholesale basis? 

Mr. Norris. We do not supply any corporate entities like a small 
town or municipality on a wholesale basis or through a single metering 
point, which is a more accurate expression. But we do serve possibly 
4 apartment projects or housing projects through 1 or more metering 
points, as distinguished from a separate meter or for each dwelling 
unit. 

Senator Bennerr. Each of those projects is a single ownership, is it 
not ? 

Mr. Norris. I would say yes on that. 

Senator Bennerr. As a matter of fact that represents a single man- 
agement 4 

You do not deliver water to a single metering point and then attempt 
to split up your billing? 

Mr. Norrts. No, sir. 

Senator Bennett. It is all billed to one person? Those are rental 
projects, are they not? 

Mr. Norris. Yes, sir. 

Senator Benner. So that would be the equivalent of a single apart- 
ment house ? 

Mr. Norris. Yes. That is very close. 

Senator Brennerr. So, that is not really a wholesaling operation? 

Mr. Norris. No, sir. 

Senator Bennerr. That is not remetered and resold ? 

Mr. Norris. It is not remetered. Something may be included in the 
rent for it. 

Senator Norris. Yes. But it is not remetered and resold? 

Mr. Norris. Not to my knowledge. 

Senator Bennerr. Well, I was interested in your statement. My 
understanding of your statement was that if you had taken on the 
town of Lawrence, you would have had to get additional water sources. 

Mr. Norris. I was afraid you were going to interpret that remark 
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that way when I was saying it. We do not have to go out and find 
water for every new customer; but it is a continuing problem. We 
have built one reservoir that was completed in 1943 which contains 
some 7 billion gallons of water. We are now constructing a second 
reservoir which we expect to have in service in 1956 which will store 
about the same amount of water. 

Senator Bennerr. You do not now have surplus water to the extent 
that, if the situation at the town of Lawrence had been attractive, you 
would have welcomed it as an opportunity to use up the material you 
have for sale for which there is currently no demand ¢ 

Mr. Norris. I am going to approach it in a little different way, 
if I may. 

Senator Bennert. All right. 

Mr. Norris. The town of Lawrence, with all the additions to it, rep- 
resents around 1,500 customers. And we take on as an ordinary year- 
to-year growth something between 3,500 and 4,800 new accounts: So, 
it is not a problem to us from the supply standpoint. 

The point I tried to make is that the development of our water is 
costly. And selling large quantities through a single meter just is 
profital le, just about at cost. 

Senator Bennett. Did the town of Lawrence discuss standby ar- 
rangements with you? You do not now have a standby arrangement ? 

Mr. Norris. No. And we told them we did not want to assume 
that sort of business as that was even worse than selling on a wholesale 
basis. 

Mr. Dinxins. Will you explain what you mean by a standby ar- 
rangement ¢ 

Mr. Norrrs. It means a ready-to-serve connection. The facilities 
are there, and they get into a pinch, and they call us to turn it on. 

Senator Bennerr. And you accept the obligation to turn it on at 
their request ? 

Mr. Norris. That is what the standby service would be. 

Senator Bennett. I see. 

Do you have some more questions f 

Mr. Drvxrns. I have just 2 or 3 further questions. 

Senator Bennerr. I want to get in 1 or 2 when you finish. 

Mr. Dinkins. Mr. Norris, are you generally familiar with the sit- 
uation in Lawrence so far as these new houses that have gone up in 
the last year or two? Are you familiar enough to express an opinion 
as to whether or not those people are now being properly serviced 
for water in the new Government-sponsored houses ? 

Mr. Norrts. Mr. Dinkins, I just know about it in a general way. 

Mr. Dinxrns. I see. 

Mr. Norris. We have tried to stay out of the squabbles and the 
various sides and arguments We just did not want to get involved 
in it. And we have not attempted to in any way criticize the service 
in Lawrence through observation or sending people over there. We 
just know in a general way from the local newspapers th: -s this sum- 
mer they issued restrictions for the use of water. We know that 
through the press. We know from an engineering point of view 
that the size of their mains is smaller than ours, our standard. And 
they are just not capable of rendering services as we like to render 
them. They are just too small. 
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Senator Bennerr. When you talk about main size, do you include 
the new mains that have been laid since this program was developed, 


or 





Mr. Norris. I have in mind principally the old ones. 

Mr. Dinxins. Well, now, Mr. Norris, let me ask you this question : 
Isn’t it a fact that before the town of Lawrence comple ted its negotia- 
tions with HHF A to obtain more funds to increase their water supply 
in Lawrence members of the town council and the members of the 
water board of Lawrence carefully went into this question with your 
company and had your company survey the situation and put to 
them two propositions, I believe, referred to as plan A and plan B? 
And is it not a further fact that members of the council and the water 
board, after carefully studying your propositions, then decided that it 
was in the best interest of the town of Lawrence to go ahead with 
their Government program in preference to a private program with 
your company! Is that true or not? 

Mr. Norris. I cannot make a statement that rolls along so com- 
pletely as that one, because I do not have the information. We did 
give them two proposit 1ions—— 

Senator Bennerr. Mr. Norris, we have in our file a letter from your 
company to the town board of Lawrence dated November 11, 1953. 

Mr. Norris. That is the letter 1 was trying to find here. 

Senator Bennett. We have it here. And then we have another one 
dated September 25. I imagine that was preliminary. And this 
November 11 letter contains the proposals, I imagine. That was to 
Mr. McGhee. It was not to the town board. 

Mr. Norris. It was to an individual seeking information as to our 
main-extension policies. We did not recognize who the person was 
at that time. 

Senator Bennerr. On March 1, 1954, you also wrote to the board 
of trustees and the water board. We have those letters. 

Mr. Norris. That is the letter. It ends up with a sentence that we 
would appreciate being advised at an early date whether Lawrence 
wishes to take up the “development of any of the water company’s 
suggestions or prefers to drop all negotiations. We never did get a 
reply to that. 

Senator Bennetrr. The point, of course, is that you did make 
propositions ? 

Mr. Norris. Yes, sir. 

Senator Bennetr. And they have never been accepted ? 

Mr. Norris. Or rejected. 

Senator Bennetr. Yes. Or rejected. 

The fact that the town has gone forward and the Federal Govern- 
ment has made a substantial grant and stands ready to make a sub- 
stantial loan which would indicate an objection in fact if not by a 
formal notification ¢ 

Mr. Norris. Yes. 

Mr. Dinkins. Do you know a Mr. William J. McGhee, of Lawrence ? 

Mr. Norris. Yes. I know him through this Lawrence situation. 1] 
did not know him beforehand. 

Mr. Dinxrns. Has he ever been employed by your company ? 

Mr. Norris. No, sir. 
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Mr. Dinxrns. As far as you know, has your company ever con- 
tributed any funds to Mr. McGhee to help him in carrying out this 
fight that he has been making? 

Mr. Norkis. No, sir; we have not. 

ae Bennett. May I, just for the record, expand that question ? 

Mr. Norris. Yes, sir. 

Senator Bennerr. Do you know of any officials or employees or 
substantial stockholders in your company who have contributed any 
money to Mr. McGhee? 

Mr. Norris. No, sir; I do not. 

Senator Bennert. Has the question ever been raised with you before 
so that you had an occasion to investigate it? 

Mr. Norris. I was aware that that accusation was being made among 
various people. And at the time I discovered it, I was quite fearful 
that it would be given some publicity in the newspapers. So, I rushed 
over to the newspapers as quickly as I could and sat down with them 
for a whole afternoon telling the publishers of that newspaper the 
whole story and making it positive A clear in their minds that we were 
not supporting McGhee and we were not supporting or contributing 
anything to promote the Indianapolis Water Co. to serve that area 
other than the—— 

Senator Bennetr. The official proposition. 

Mr. Norris. That is right. The official proposition made in require- 
ments with the public service commission. 

Senator Bennetr. Well, having been a businessman, it is obvious to 
me that if you could pick up all the Lawrence business it would repre- 
sent from a third to a half of a normal year’s growth, according to 
your statement. So, it is nothing to get very excited about. 

Mr. Norris. You are correct. 

Senator Bennett. And it would undoubtedly have been a headache 
to have gone in and reengine ered the existing system. 

Mr. Norrts. In our proposition B if you have studied it at all you 
will note that the plan involves somewhat of an encirclement of the 
old distribution system of Lawrence with four metering points. That 
was developed to not only serve the new area but to improve the service 
to the old system. 

Mr. Dryxrins. Mr. Norris, did your company ever éxpress a willing- 
ness to buy out the old waterworks of the town of Lawrence? 

Mr. Norrts. Yes; we did express that as a possible solution to the 
whole problem. 

Mr. Dinxrns. In other words, one of your propositions was that if 
they wanted to get water from your company to take care of this new 
and increased housing, your company would buy out the old system 
and take care of the new, which would eliminate the town of Lawrence 
from the waterworks picture. 

Mr. Norris. I think I used the words “to save you all the headaches 
and bothers and troubles of serving this community.” 

Mr. Dinkins. But that proposition was turned down ? 

Mr. Norris. That was part of my letter of March 1. 

Mr. Drnxrns. Well, I think it is perfectly obvious because of what 
has happened since that offer was rejected. 

Senator Bennerr. Mr. Norris has testified it was not rejected ; it was 
just ignored. They have never had a reply. 

Mr. Norris. That is correct. 
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Senator BenNnetT. Tomorrow morning we are going to have Mr. 
McGhee on as the first witness. Mr. McGhee has been insisting that 
he should have a public hearing on this problem, And we are going 
to give it to him tomorrow at 10 o’clock. We are going to put into 
the record some 8 or 10 hours of testimony that he gave in this kind of 
a hearing. If it is possible, we would like very “much to have you 
available to tell us briefly what you have told us today and answer 
the 2 or 3 important questions that we have. We will not require you 
as long as we have required you today. But I think since we are 
going to have a public hearing we had better have an official statement 
from the Indianapolis Water Co. and clear up this confusion once and 
for all. 

Mr. Norris. I hope you are successful, because we are getting 
awfully tired of it. 

Senator Bennetr. Frankly we, too, are getting tired of it. It has 
been with us for quite a while. 

So, if it is possible, we would like you to be available tomorrow 
morning. 

Mr. Norris. All right. 

Senator Bennerr. The meeting will be held in the District of Co- 
lumbia room, which is on the Senate floor level, as we call it, just out- 
side of the Senate Chamber. It isin the Senate wing of the Capitol. It 
will bea public hearing. Perhaps you would like to listen to what we 
may have to say. If not, I would think we would like to have you 
available by 11 o'clock. 

Thank you very much, Mr. Norris. 

The next witness is Mr. Richardson. 

Do you solemnly swear that the testimony you are about to give 


t 


in this investigation will be the truth, the whole truth, and nothing 
but the truth, so help you God? 


TESTIMONY OF E. C. RICHARDSON, LAWRENCE, IND. 


Mr. Riciarpson. I do. 

Senator Bennerr. Will you state your name, your home address, 
and your official connection with this business to the reporter? 

Mr. Ricnarpson. My name is E. C. Richardson, 439914 Franklin 
Road, Lawrence, Ind. I am past president of the board of trustees 
of the town of Lawrence. 

Senator Bennett. When did your term of office end? 

Mr. Ricwarpson. July 3 

Senator Bennerr. You “a ave just had a few days free? 

Mr. Ricuarpson. Yes, sir. 

Senator Bennerr. This is Mr. Clarence Dinkins, who is counsel of 
the committee. Mr. Dinkins will develop most of the testimony, Mr. 
Richardson. 

Mr. Drinxins. Mr. Richardson, as president of the board of trustees 
of the town of Lawrence, were you not also on the water board? 

Mr. Ricuarpson, The latter part of 1952, yes, I filled a vacancy. 

Mr. Dryxins. Mr. Richardson, I am sure you are just as much ac- 
quainted with this controversy in the town of Lawrence as we are, 
and perhaps more so, which seems to center around the Federal 


grant and loan by HHFA to the town of Lawrence to help you people 
increase your water supply. 
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Mr. Ricwarpson. Yes, sir. 

Mr. Dinxrns. I know that you are familiar with the fact that one 
group of people think that that was a fine thing for you to do and it 
was a proper thing to do for the town of Lawrence, and another group 
things that it was not a proper thing. It has been charged ir this 
case that it was illegal to deal with the Federal Government in this 
situation; that it was unnecessary to deal with the Federal Govern- 
ment ; that all the town of Lawrence had to do was to make a contract 
with the Indianapolis Water Co. and that would be the end of your 
problem. I know that you are familiar with both sides of the argu- 
ment about this controversy. So, will you please tell us briefly what 
the situation is as you understand it to be? 

Mr. Ricwarvson. You are referring only to the water? 

Mr. Drnxrns. At the moment only to the water; yes, sir. 

Mr. Ricuarpson. In the initial part of the program we did ask the 
Government for the aid in supplying water facilities which we needed 
under the scope of the program in order to adequately take care of 
the impact that came in through the builders. 

And in our request, Federal money did come for it on this proposal 
which they made, as we are all familiar with. 

We did make contacts at the request of the HHFA to explore the 
idea of buying or purchasing water on some kind of basis from the 
Indianapolis Water Co. At their request, we did do that. But we 
were a little in favor of home rule in Lawrence, which was the desire 
of the people. They desired to maintain their own government out 
there for a number of years. And the majority of the people did 
not desire that. We did have a petition circulated among the people 
that they wanted to maintain home rule. So, even then, we, by 
request of the HHFA, did explore as much as we possibly could what 
the Indianapolis Water Co. would offer us in the way of a proposal. 

Mr. Drvxrns. Then as I understand it, after fully exploring what 
the Indianapolis Water Co. had to offer, both the town board and 
the water board of Lawrence, after giving that matter thorough 
and serious consideration, decided it was to the best interest of the 
town of Lawrence to deal with HHFA rather than with the Indian- 
apolis Water Co. 

Mr. Ricnarpson. Very definitely. That was not only the board’s 
definite decision, but that was the decision of our engineering people. 
After all, they are the ones who had to recommend to us. We were 
not engineers. 

Mr. Dinxrys. Do you refer to Mr. Anthony Frapps? 

Mr. Ricuarnson. Yes, sir. 

Mr. Drvxrns. Mr. Richardson, in addition to being president of 
the town board, what is your private business occupation ? 

Mr. Ricnarpson. Well, my father and I started a shopping center 
some years ago. And he has passed away, and my mother and I own 
that piece of ground in Lawrence from which I get some income. 
And then I travel for the A. J. Stull Co. 

Mr. Drvxrns. Well, now, is there any doubt in your mind about 
this decision that was reached by the town of Lawrence about your 
having the matter very thoroughly investigated and giving every- 
body an opportunity to be heard? I mean was it a matter that was 
thoroughly studied before you reached the decision to go with 
HHFA? 
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Mr. Ricrrarpson. I think that was pretty definitely decided among 
the town officials and various people that that was the right thing 
to do, to maintain home rule. 

Mr. Dinxrns. How many members are there of the town board of 
Lawrence? 

Mr. Ricuarpson. There are five. 

Mr. Drnxins. And how many members of the water board ? 

Mr. Ricuarpson. Three. 

Mr. Dinxrys. Do you know when this question came up as to how 
you would handle your water supply situation? Do you know 
whether these votes by the town board and the water board were 
unanimous ¢ 

Mr. Ricwarpson. Very definitely. 

Mr. Drnxtns. They were unanimous? 

Mr. Ricwarpson. Yes, sir. They were unanimous on a proposal 
of HHFA. 

Mr. Drnxrns. And then this matter was approved by Mr. Frapps, 
who was the town engineer for Lawrence ? 

Mr. Ricuarpson. Well, his recommendation was prior to the time 
that the board accepted the proposal. After all, it was an engineer- 
ing problem to accept that. 

Senator Bennerr. The engineer offered the recommendation and 
the town board accepted and approved it ? 

Mr. Ricwarpson. That is right. 

Mr. Dinxrns. Do you know a Mr. Victor Jose, Jr. ? 

Mr. Ricwarpson. Yes, sir. 

Mr. Dinxrns. Was he town attorney for Lawrence at the time this 
controversy came up $ 

Mr: Ricuarpson. Yes, sir. 

Mr. Dinkins. Was Mr. Jose also in favor of this project from a 
legal standpoint? 

Mr. Ricuarpson. Legally, yes. He approved it and adopted the 
ordinance for ae it in motion and such. 

Mr. Dinxtns. Now, as I understand it, from the way this matter 
was handled, an had the town engineers go out and carefully make 
an investigation. You had this matter passed upon by your town 
attorney for its legal aspects. And then the matter was given 
thorough consideration by both the town board and the waterboard, 
both of whom voted unanimously to go forward with the Government 
prject; is that correct ? 

Mr. Ricwarpson. That is correct. The town board and the water 
board were one and the same. They were the same board of trustees. 

Senator Bennetr. Did you have any public hearings? 

Mr. Ricrarpson. In regard to all proposals made by HHFA a pub- 
lic hearing was held; yes, sir. 

Senator Bennetrr. Well, did you have any public hearings when you 
faced the question as to whether or not you were to continue home 
rule or whether you were to buy this water from the Indianapolis 
Water Co. Was that discussed in public hearings 

Mr. Ricuarpson. There were various caeties held publicly in 
regard to the water situation, yes. As far as an outright public hear- 
ing to the people, as to just that one specific thing, no, I do not re- 
member that there was. There was a lot of people in attendance, but 
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I do not think it was a public hearing, publicly announced in the 
papers. 

Senator Benner. Asa public hearing, you mean ¢ 

Mr. Ricwarpson. Because we did not have anything definite right 
at that time? 

Mr. Dinkins. Are you familiar with the hearing that was held by 
the Public Utilities Commission of the State of Indiana on Febru- 
ary 18, 1954? 

Mr. Ricuarpson. That was a Public Service Commission hearing ? 

Senator Bennett. Yes. 

Mr. RicHarpson. Yes. 

Senator Bennerr. Were you there? 

Mr. Ricuarpson. I was there when I was called to be there. There 
was a day or two of sessions before or after I was called in. 

Mr. Dinxrys. Are you familiar with the findings that came out of 
that hearing which indicated that the town of Lawrence was careless 
in the way it ran its water utility; that there were discriminations in 
charges between different people; and that minimum rates were not 
properly recognized ; that large users were allowed to come in under 
minimum rates and that sort of thing. 

Mr. Ricwarpson. I was familiar with that; yes, sir. I read the 
findings. 

Mr. Drxxins. Was it a part of your duty as president of the town 
board to have charge of these water charges by the town of Lawrence? 

Mr. Ricnarpson. I do not think that was fully expected of me; no, 
sir. I had enou igh to do to try to keep the rest of it going. We were 
rectifying the situation, which we did at that time. The town was run 
by one man from 1935 practically up to his death in 1952. He eas a 
meter-reader, collector, and repaired the mains, and everything else. 
He was practically a one-man operation. 

We took over in 1952 and we had our hands full trying to expedite 
and get this Federal program underway for sewage collection which 
had already been done; but we were the boys who had to ¢ arry it out. 

Senator Bennerr. Have you since the findings of the Public Utili- 
ties Commission corrected the things of which the -y complained ¢ 

Mr. Ricuarpson. We have corrected be pig: than 50 percent of those 
complaints. And we are daily trying to do everything that they 
wane in the re by installing meters. We have put in our class C book- 

ceeping system. We are putting in meters as rapidly as we possibly 
can. And there has never been any discrimination deliberately to any- 
body’ s knowledge. 

Mr. Drvxins. Mr. Richardson, I am not trying to delve into the 
internal operations of the town of Lawrence; what I was really going 
to was one of the charges made in this case. That your water char ges 
and the way you handle the water supply of the town of Lawrence 
prior to HH FA coming in was done on such a careless basis and on such 
a discriminatory basis ‘that it carried with it the assumption that you 
would continue that same system after the Federal grant and the Fed- 
eral loan. That was used as a part of the argument as to why you 

should not accept the Federal Government, but you should make a new 

private contract with the Indianapolis Water Co. That was why I 
was anxious to know what the facts were at that time, and also, as the 
Senator suggested awhile ago, what means you have used to correct 
that situation. 





COMMUNITY FACILITIES—-LAWRENCE, IND. 237 


Mr. Rrcnarpson. We have used every means. 

Mr. Dinxins. With these new houses and the new revenue coming 
in, I assume the town of Lawrence will be better able to take care of 
that situation than they were before ? 

Mr. Ricnarpson. Very definitely. We can set this program up to 
what it should be. It is already set up and in motion that way. 

Mr. Dinxins. Mr. Richardson, in your capacity as president of the 
town board, what, if anything, did you and your board have to do 
with this new Federal housing that was coming into Lawrence? 

I understand that about 1,100 units have either already been built or 
are now in process of construction. Would that come within the pur- 
view of the duties of your board ? 

Mr. Ricuarpson. It did, sir. Because under the HHFA proposal 
to us, we had to guarantee to the HHFA that we would be capable 
of building so many houses to make the financing of the program 
possible. I think at that time it was about 1,043 homes. As builders 
came into the picture upon knowing that we were going to have a 
plant and a collection system, they made applications to buy certain 
ground and annex that for housing, which the board of trustees 
accepted as a proposal to the point that we would accept them for 
annexation. 

Then that went from the legal status to Mr. Jose, the town attorney. 
He had to follow through on that. 

Senator Bennerr. Do I understand, then, that you did not annex 
any areas until after you were assured that they would be promptly 
built upon ? 

Mr. Ricuarpson. We did annex most of them. We assured them 
that if they would come in, the program would be served with sewerage 
and water and collection systems; yes. We did annex some. The 
records will probably prove it. Providing we did get services, we 
would annex them. We made no definite promises. 

Mr. Dinkins. Mr. Richardson, most of the complaints we have had 
have had to do with the water system. Did you have comparable 
complaints to the sewerage also? 

Mr. Rrcwarpson. I mean the program would not have been possible 
without sewage collection. 

Senator Bennerr. But this committee has heard no complaints on 
the sewage-collection system. How did you finance that? 

Mr. Ricnarpson. That was financed through Federal grant and 
loan and—— 

Senator Bennerr. Through HHFA ? 

Mr. Rrcnarpson. That is right. 

Senator Bennerr. And that was a separate grant and loan pro 
gram from the waterworks grant and loan program ? 

Mr. Ricnarpson. Yes, sir. 

Senator Bennerr. When they run simultaneously ? 

Mr. Ricrrarpson. They were very much coordinated; yes, sir; as 
far as the offers, they came pretty close. Because without sewage 
collection and with water or without water and with sewage collection, 
it would not work. It had to be coordinated. 

Senator Bennert. Do you know any reason why the water program 
has been the cause of so much controversy? And apparently there is 
no controversy about the sewage program. Or is there controversy 
about the sewage program ? 
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Mr. Ricuarpson. I do not know why there is controversy on either 
one of them. 

Senator Brennerr. Is there any controversy about the sewage 
program ¢ 

Mr. Ricnarpson. None to my knowledge. 

Mr. Dixxrns. Do you know in round figures how much money is 
involved in the sewage program ? 

Mr. Ricnarpson. Just the sewage? Well, counting the scope of 
the program to the sewage-treatment plant and the collection system, 
some-million-and-a-hundred-and-some-odd-thousand will be my guess 
right now. The scope was cut down slightly. 

Mr. Dinkrns. Something in excess of a million dollars? 

Mr. Ricnarpson. he, sir, 

Senator Bennerr. Does that include the erection of the plant? Or 
did you already have the plant# 

Mr. Ricuarpson. That includes the erection of the plant. That was 
a proposal from the Federal Sec urity Agency at that time together 
with HHFA which now :s the Department of Health, Education, 
and Welfare. 

Mr. Dinxrins. Has a sewage-treatment plant been built in Law- 
rence ¢ 

Mr. Ricnarpson. It has now. And it has been completed; yes. 

Mr. Dinkins. That is a part of this million-dollar program that 
you speak of ? 

Mr. RicHarpson. Yes, sit 

Mr. Dinxrns. Is that the program which Mr. L, L. Stone had the 
contract for? 

Mr. Ricnarpson. Mr. L. L. Stone has the contract for the collection 
system, the pipe “oat the laterals. 

Mr. Dinkins. Do you know Mr. William J. McGhee, of Lawrence? 

Mr. Ricuarpson. Yes, sir 

Mr. Dinkins. Could you tell us what official positions he has held 
with the town of Lawrence as far as you know? Has he been a mem- 
ber of the town council and the water board 

Mr. Ricnarpson. As far as what you might interpret an official 
position other than just an appointment, he has only been on the 





planning and zoning board. 

Senator Bennetrr. How many members does that board have? 

Mr. Ricuarpson. Seven. Three board members and four outside, 
I think. 

Se ‘nator Bennerr. Do you have a zoning ordinance in Lawrence 
Ww hich this board operated ? 

Mr. Ricwarpson. Yes, sir. 

Mr. Dinkins. Did this board have any official relationship to the 
water and sewage-disposal progr: um ? 

Mr. Ricwarpson. The planning and zoning board? No, sir. 

Mr. Dinkins. Well, now, didn’t you say that of those seven mem- 
bers that some of them came either from the town board or from the 


water board ? 

Mr. Ricrarpson. Well, the town board being one and the same as 
the water board, yes, there was; I think by law the three members of 
the board of trustees must sit on the planning and zoning board. And 
all except two members of the water board, which were members of 
the board of trustees, sat on the planning and zoning board, and they 
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were the water board, too. I was a member of the water board at a 
later date upon the resignation of a member. But I never sat on the 
planning and zoning board. 

Se nator BENNETT. Well, what was the practical effect of this in 
relation to the total membership of the planning and zoning board? 
Was the majority of the planning and zoning board actually made 
up of men who were on the water board and the town board? 

Mr. Ricwarpson. Yes. There were three me “unbers of the board of 
trustees who sat on the planning and zoning board. 

Mr. Dinxins. That leaves four to be accounted for. 

Mr. Ricwarpson. That is right. They were selected by the board 
of trustees. 

Senator Bennett. None of those four were either on the water board 
or on the town board ? 

Mr. Ricnarpson. That is right. 

Senator Bennett. So, the majority of the planning board was out- 
side of the water and town board ¢ 

Mr. Ricuarpson. That is right. 

Mr. Dinxins. How were they appointed ? 

Mr. Ricuarpson. By a motion of the board of trustees to appoint 
so-and-so to the gap. 

Senator Bennett. Is there a term of office? Or are they removable 
at will? 

Mr. Ricwarpson. There is a term of office. I cannot quote it, be- 
cause it is a staggered term. After a certain period of time, I think 
it goes over a period of 4 years. 

Senator Bennett. Did ‘Mr. McGhee serve out his term of office, or 
did he resign ? 

Mr. Ricuarpson. He was asked by the planning and zoning board 
to be removed, which he was for a certain period of time. 

Mr. Dixxrins. Do you know what period of time he actually served 
on the planning and zoning board? 

Mr. Ricwarpson, I am not sure. It was pretty close to a year as 
president ; and then the planning and zoning board asked him to re- 
sign. And it seemed like he was off for some months. I can’t say how 
many. 

Senator Bennetr. Did he come back on again ? 

Mr. Ricuarpson. He did come back on again. 

Mr. Dinxrns. Was he asked to come back on ? 

Mr. Ricwarpson. No, sir. He came back on voluntarily. 

Senator Bennerr. Wait a minute. I have to straighten that out. 

Ho resigned ? 

Mr. Ricuarpson. No, he did not resign. He was asked to resign. 

Senator Bennetr. But he did not resign. So he never was off the 
board ? 

Mr. Ricwarpson. That is right. 

Senator Bennett. But there was a period of time when he did not 
attend meetings? 

Mr. Ricwarpson. He was inactive and did not attend meetings. 

Mr. Dinkins. Do you know whether he still considers himself ¢ 
member of the board ? 

Mr. Ricuarpson. He does right now, yes, sir. 

Mr. Dinkins. Well, then, he has actually served now for about 2 
years on this board? 
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Mr. Rrcuarpson. Approximately 2 years I would judge, ves, sir. 
Senator Brennetr. Was he elected president as soon as he became 
member of the board ? 

Mr. Ricuarpson. He was by the majority vote of the planning and 
zoning board put in as president of the zoning board. 

Mr. Dixxrns. Did he voluntarily come back on the board? 

Mr. Rrewarpson. Yes, sir. 

Mr. Drvxrvs. He is now accepted by the other members of the 
board ? 

Mr. Ricuarpson. I cannot say he is accepted, but he is in attendance 
at the meetings. 

Senator BENNETT. They asked him to resign ? He declined to re- 
sion but absented himself? And then for reasons of his own, he 
decided not to absent himself ? 

Mr. Ricnarpson. If I remember correctly, he took it up with the 
attorney general in Indianapolis. And he ruled that they could not 
put him off. And that ruling was some months in coming forth. And 
the minute it was announced he came back into the picture. 

Mr. Dinkins. Did I understand that they were appointed on this 
board in perpetuity ? 

Mr. Ricwarpson. For a term. 

Mr. Dinkins. You do not know just when that term expires? 

Mr. Ricrarnson. No, sir; I could not quote that. 

Mr. Dinxins. Perhaps your testimony now explains why Mr. Mc- 
Ghee stated some time ago that he held some kind of quo warranto 
position with the town of Lawrence. And perhaps that is what he 
means by the words “quo warranto.” 

Mr. Ricuarpson. He used a lot of words that I don’t understand. 

Mr. Drxxrns. Do you know anything, Mr. Richardson, about the 
construction of these houses under FHA, whether they were properly 
constructed and properly inspected, and all that sort of thing? 

Mr. Ricnarpson. To my knowledge, not being a builder, but what 
I have learned since being connected with the town, these periodical 
checks by the FHA, which I know was done, the town of Lawrence, 
the town board of trustees appointed a building inspector, a plumbing 
inspector, an electrical inspector, an interior inspector, which they 
have all had working doing their job to my knowledge. 

Senator Bennerr. Have you had any formal compl: uints from pur- 
chasers or tenants of these properties about the type of construction 
or the excellence of construction 

Mr. Rrcwarpson. No, sir: I have not. 

Mr. DInxkIns. Did I understand you correctly a moment ago when 
you said that the town of Lawrence has e mployed an electrical inspec- 
tor and plumbing inspectors and building inspectors to go out and 
visit these ( Government projects ¢ 

Mr. Ricuarpson. That was their job. 

Mr. DrnxIns. To see that ever ything was being done properly. 

Mr. Ricuarpson. Yes, sir. Thev were employed upon a set com- 
mission basis resulting from the building permits required by the town 
to the builders. 

Mr. Drnxrins. And it is your understanding that they have carried 
out their duties properly ? 

Mr. Ricnarpson. I have never heard anything to the contrary. 
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Mr. Dinkins. Mr. Richardson, it has been stated here that these 
houses were not actually needed by the town of Lawrence; that it was 
not, in fact, a critical area; that these houses came in too quickly and 
went up too fast beyond the needs of the community. 

What have you to say about that, sir / 

Mr. Ricuarpson. I think that was not a true statement, because 
every house that has been put up has been sold almost as rapidly as 
it was completed. 

1 do not know of a house in the town of Lawrence that is for sale 
under this project. 

Mr. Dix kins. One more question and I think I will be through. I 
understood you some time ago to say that your term on this town board 
expired July 31 of this year. You are no longer serving on the town 
board or the water board ? 

Mr. RicwHarpson. No, si 

Mr. Dinxins. And I ba understood you to say that the new presi- 
dent of the town board to succeed you has not yet been elected ? 

Mr. Ricnarpson. That is right, 

Senator Bennerr. I would like | to ee this line for a minute or 
two. Is Mr. McGhee the head of or spokesman for a substantial num- 
ber of the citizens of Lawrence, to your knowledge ? 

Mr. Ricuarpson. Not a substantial number, no. 

Mr. Dinkins. Well, is there a group t hat can be identified for which 
he speaks ? 

Mr. Ricuarpson. At this particular time I doubt that there is a 
group. There have been various groups, made up of maybe from 
10 to 20 people. And at various times there were groups disbanded 
und a new group formulated. And then they kind of die out of the 
pic ture. At the present time it seems that the whole thing has gone—— 

Senator Bennerr. If I understand correctly, Mr. McGhee would 
develop a group around him. 

Mr. Ricuarpson. He was a very good promoter. 

Senator Bennerr. And they would st: iy with him for a while, and 
the thing would break up. 

Mr. Ricuarpson. He was a good salesman. He sold them on the 
idea until they actually got there and found out the facts, until they 
found that a lot of it was untrue: and then the vy dropped out of the 
picture. 

Senator Bennetrr. Was this a kind of a small cross section of the 
citizens of Lawrence? Or was it a group made up of people with a 
particular common interest ? 

Mr. Ricuarpson. Very very small minority group. 

Senator Bennerr. Would he get all the doctors or all of the taxi 
drivers or 

Mr. Ricuarpson. No; no. sir; he did not. 

Senator Bennerr. Do you have any information as to the source of 
his funds? 

Mr. Riciarpson. No, sir; I do not. 

It has been a terrific problem around the town as to where he is 
getting his money. But nobody has ever been able to pinpoint it. 
Nothing but hearsay. That is all we can go on. 

Senator Bennerr. Mr. Richardson, we appreciate all of this infor- 
mation. If it is at all possible, we would like to have you stay over 
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for the public hearing tomorrow and be prepared to summarize what 
you have told us here in public. That meeting will be held in the 
District of Columbia room, which is in the Senate wing of the Capitol 

Suilding. 

( Discussion off the record. ) 

Senator Bennerr. We are going to go into session at 10 o'clock. 
We think maybe you would like to be in the room to hear what Mr. 
McGhee has to say. I imagine we would probably want to call you 
some time between 11 o’clock and noon. 

You have seen what has happened to us today, and we cannot be 
absolutely sure. 

Mr. Ricnarpson. May I ask if this hearing will end tomorrow ? 

Senator Bennett. It has to end tomorrow, has it not ? 

Mr. Dinkins. Yes. 

Senator Bennerr. We will not keep you over tomorrow. 

Mr. Ricuarpson. I am trying to make plane reservations. 

Mr. Dryxrvs. Mr. Richardson, just one more question I want to ask 
you, sir, and that is: Have either the Senator or I neglected to ask you 
any question about this matter that is something of importance that 
you would like to develop? Have we left out anything of importance ? 

Mr. Ricnarpson. I cannot think of anything, sir. The scope of 
the program is such that we could sit here for days on it. That is 
why I have been forced to resign from the thing, financially, physi- 
cally, and everything else. But I wil go on record as saying that 
there is nothing wrong with the program. There never has been. To 
my knowledge during the 214 years that I have presided as president, 
it has been strictly a 200d program. It has been difficult to put to- 
gether. We have run into a lot of trouble, unnecessary trouble, all 
without reason. But it is just one of those things. 

Mr. Dixxrns. We have tried our best to develop the facts. And 
I wanted to be sure we had not left out anything of importance. 

Mr. Ricwarpson. I don’t think so. 

Senator Bennerr. If this were put to a referendum today in Law- 
rence, would the majority of the people of Lawrence vote to sustain 
your decision to develop the program ? 

Mr. Ricnarpson. Very definitely. They are very well satisfied. 

Senator Bennerr. Is there any other focus of opposition besides 
Mr. McGhee ? 

Mr. Ricnarnson. No, none whatsover, except maybe a few of his 
immediate boy friends on the right or left. 

Senator Bennerr. They are just followers? 

Mr. Ricnarpson. There is no other leader. 

Senator Bennetr. Thank you very much. 

We will recess at this time until 2 o’clock. 

ee at 12:40 p. m., the hearing recessed to reconvene at 

2p. m. 

AFTERNOON SESSIONS 


(The hearing convened at 2:05 p. m.) 
Senator Bennerr. Mr. Stone, will you be sworn as we begin with 
this ? 
Will you swear the testimony you are about to give in this investi- 
gation is the truth, the whole truth, and nothing but the truth, so help 
you God ? 
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TESTIMONY OF L. L. STONE, LAWRENCE, IND., ACCOMPANIED BY 
CLARENCE R. MARTIN, COUNSEL 


Mr. Srone. I do. 

Senator Bennerr. Will you give the reporter your full name, your 
home address, and your connection ¢ 

Mr. Srone. L. L. Stone, president of L. L. Stone, Inc., Lawrence, 
Ind. 

Senator Bennetr. You may be seated, sir, to be comfortable. 

Mr. Dinkins. What was the name of that company ¢ 

Mr. Stone. L. L. Stone, Inc. 

Mr. Dinkins. Mr. Stone, I understand you are a sewer and water 
contractor; is that correct ? 

Mr. Srone. That is true. 

Mr. Dinkins. And I also understand you now hold some rather 
substantial sewer and water contracts in the town of Lawrence; is 
that correct ? 

Mr. Stone. That is right. 

Mr. Dinkins. Will you explain for the record, please, just the de- 
tails about those contracts, what they are for and who they are with, 
and what progress you have made on them, and that sort of thing? 

Mr. Stone. The contracts are with the town of Lawrence, both 
sewer and water, and we have two sections of contracts there. I 
would say that one is about 90 percent complete, and the other about 
60, approximately. 

Senator Bennerr. Excuse me, I have a long-distance call. You 
proceed. 

Mr. Dinxins. All right, sir. 

Will you go back just a little bit, and take these up one contract 
at a time, when they were entered into, what they were for, how much 
money was involved, and so on. If you can give me approximate 
dates and amounts that will be all right. 

Mr. Stone. Well, the first contract was December 20—I am not quite 
sure whether it was the 20th or the 21st. 

Mr. Dinkins. That is close enough. 

Mr. Stone. Approximately the 20th, 1951. 

Mr. Dinkins. What was that contract for? 

Mr. Srone. That was the sewer contract for what we call the old 
town of Lawrence. 

Mr. Dinkins. Did that contract in 1951 have anything to do with 
the new housing program that has developed in the last 2 years? 

Mr. Srone. No, sir. 

Mr. Drnxrns. Is that the the contract you said was about 90 percent 
completed ¢ 

Mr. Sronr. No, that is about 60 percent complete. That is a five- 
hundred-t wenty-some-odd-thousand dollar contract. 

Mr. Dinkins. Mr. Stone, what I am trying to get clear in my mind, 
not knowing these details nearly as well as you do, I am trying to clear 
up just what relationship, if any, does your December 1951, contract 
have to do with the present housing situation in Lawrence. 

Mr. Stoner. Well, at that time we didn’t know that additional hous- 
ing was going to come in there, with the exception of one flat which 
was proposed, which would be the Harrison Park addition. 
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Mr. Drnxrns. In other words, that 1951 contract was very largely 
just to take care of the sewerage needs at that particular time? 

Mr. Stone. That particular time for the old town of Lawrence. 

Mr. Dinkins. Now, then, will you also tell us about the second 
contract, please. 

Mr. Stone. The second contract came along for the additional hous- 
ing that was going in there. 

Mr. Dinkins. About when was the second contract entered into? 

Mr. Stone. June 10, I believe. 

Mr. Dinkins. 1953? 

Mr. SToNrE. 1953. 

Mr. Drxxins. How much money is involved in that contract? 

Mr. Stonr. That was approximately $171,000 on one, and $179,000 
on the other one. 

Mr. Dinxrns. About $350,000 together ? 

Mr. Stone. Approximately; ves. 

Mr. Drxxins. What is the state of completion of the June 10 
contract ¢ 

Mr. Srone. That is about 90 percent complete. 

Mr. Drnxrns. Is this 1953 contract which vou negotiated with the 
town of Lawrence—was that discussed with all of the officials of the 
town of Lawrence and the town engineer and the town attorney, or 
just how was that contract entered into? How were the negotiations 
made which led to the completed contract ? 

Mr. Stone. That was brought up for public bid, those two jobs 
were, 

Mr. Dinkins. They were let by public bids? 

Mr. Sronr. That is right: competitive bidding; yes. 

Mr. Dryxtns. Now, T understand, Mr. Stone. at the present time 
there are about 1,100 houses which have been Government financed. 

Mr. Stoner. Yes. 

Mr. Dryxins. That either have been completed or are nearly com- 
pleted in the town of Lawrence: is that correct ? 

Mr. Sronr. That is approximate. I wouldn’t know the exact 
amount. 

Mr. Drvxrns. T am not trying to hold you down, but approximately 
1.1007 

Mr. Stone. Yes: approximately: that is right. 

Mr. Dinxrns. I am not entirely clear about the contract of June 10. 
Ts that for sewer alone, or does that include sewer and water? 

Mr. Srone. That was sewer and water. There were 2 different 
sections in there—actually, 3 different sections—there was sewer and 
water, and then there was the water well, which was in another divi- 
sion. There were three divisions. 

Mr. Drnxtns. The sums of money you gave me awhile ago, $171,000, 
was that for sewer or water ? 

Mr. Sronr. The water contract was $179.992.23. 

Mr. Drnxtns. The $171.000, was that sewer ? 

Mr. Sronr. The $171,172.50 was the sewer. 

Mr. Drxxrys. You said something awhile ago about a third section 
covering the well, Mr. Stone. Will you explain that. please? 

Mr. Sronr. Well. we didn’t bid on that section: the well bidder 
hids on that section of the work. 

Mr. Dryxins. You don’t have that part of it? 
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Mr. Svone. No. 

Senator Bennetr. Do you have both the sewer and the water 4 

Mr. Srone. That is right, sir. 

Mr. Dinkins. Do you have any information about the well con 
tract at all—I mean as to what has been done about it, that you can 
tell us? 

Mr. Sronr. The only information I know that they have drilled 
the first well which they put down, and that didn’t produce very much 
water, and then they let contracts for a second well, which is drilled, 
and it is producing good water, and a very lot of it. ‘1 think roughly 
525 gallons per minute it will test to, or better. That is my under 
standing, that is what I hear from the engineers. 

Mr. Dinkins. That is all right. 

You said something about your June 10 contract having three 
sections. You mean when it was open for competitive bidding it had 
three sections ? 

Mr. Stone. Yes. There were three sections, water, sewer, and the 
well drilling. 

Mr. Dinkins. You were successful in the water and sewer ? 

Mr. Srone. Yes. 

Mr. Dinkins. And someone else got the well ? 

Mr. Stone. That is right. 

Senator Bennert. Mr. Stone, how many times have you had to dis- 
continue work on your water contract because of legal action ? 

Mr. Sronr. One time. 

Senator Bennerr. Are you now working on it ? 

Mr. Sronr. We had to shut down on all of the contracts we had 
at that time, approximately on the latter part of December, the 17th 
or something lke that. 

Senator Bennerr. Last December ? 

Mr. Sronr. Last December; yes. 

Senator Bennerr. How long were you down? 

Mr. Stone. We didn’t resume work until about March. 

Senator Bennerr. There is no injunction hanging over you now, 
is there ? 

Mr. Sronr. No; there is no injunction. 

Senator Bennerr. Are there any suits pending or unsettled with 
respect to the water contract or the water program ¢ 

Mr. Sronr. Well, the water would be—the only suit I know of at 
all is the Federal suit that McGhee has. 

Senator Bennerr. That is still unsettled ? 

Mr. Srone. Yes. 

Senator Bennerr. But there is no injunction involved in that which 
would serve to shut you down ? 

Mr. Marrin. And there is no local party. It is simply a suit in 
Federal court which they have dismissed as to all parties except the 
HHE A, as I understand. 

Senator Benner. There are no local parties in Indiana parties to 
the suit? 

Mr. Marry. Parties to any suit; that is right. 

Mr. Dinkins. Off the record for a moment. 

(Discussion off the record.) 

Mr. Dinkins. On the record. 
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Mr. Stone, as far as you know you are continuing now with the com- 
pletion of both of your contracts that you have with the town of 
Lawrence? 

Mr. Srone. Yes, sir. 

Mr. Martin. While we are on that, may the witness answer as to 
the amount of money owing at the time of suspension and the reason 
why it was suspended, and some facts with reference to Mr. McGhee’s 
notifying of his suppliers? 

Senator Bennerr. We would be glad to have that information. He 
may just testify at will on that subject, and we would welcome any 
help you wish to give him. 

Mr. Marri. Thank you. 

Mr. Srone. It was about $245,000, approximately, that was owing 
to us when we had to suspend work on the project that hadn’t been 
paid. 

Mr. Martin. You are a small contractor and that was enormous? 

Senator Bennerr. Is that work on which you actually completed 
and which payment was due you on the contract ? 

Mr. Stone. Yes, sir. 

Mr. Martin. On which estimates have been submitted, approved, 
completed, and unpaid? 

Mr. Srone. Of course our company being small, and a small con- 
tractor, we could not go on. Our banks wouldn’t go with us any more 
on it until the court cases were settled up. 

On top of that, Mr. McGhee saw fit to notify my suppliers of the 
facts that the - was shut down and he had lawsuits. 

Mr. Martin. Will you get that correspondence? 

Mr. Srone. Yes, sir. 

Senator Bennerr. Off the record. 

(Discussion off the record. ) 

Senator Bennetr. On the record. 

Mr. Stone. Some of our operations on our subcontractors were 
suspended in October, rather than in December. However, we worked 
along until the latter part of December, closing up the job to make it 
safe, and we had not received pay on our estimates from October on 
until some time in March. 

Mr. Drvxrns. Is it fair to say your operations were stopped for 
approximately 90 days on account of the suit filed by Mr. McGhee; is 
that a fair statement? 

Mr. Srone. Yes. I would say that, because we had five outfits 
working on a job. This finally diminished in getting our jobs closed 
up and made safe, so mud and stuff won’t get in the sewers and traffic 
could get over them, just along the line there that it took to finish those 
things up. 

Mr. Dryxins. You were getting ready to make some other state- 
ment when I interrupted you. Will you continue, please ? 

Mr. Sronr. I have three letters here that I requested our sup- 
pliers to send me in regards to Mr. McGhee calling them up and telling 
about the situation. 

The first one is the Glamorgan Pipe & Foundry Co., located at 
Lynchburg, Va. 

Senator Bennett. Is that a copy of the letter that McGhee wrote to 
them ? 

Mr. Sronr. McGhee, I think he called every one of them, yes. 
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Senator Benner. Called them on the phone? 

Mr. Stone. Called every one of them long-distance, yes. 

Mr. Martin. Go ahead and read what they said. 

Mr. Stone. This letter is addressed to L. L. Stone, care of L. L. 
Stone, Inc., Post Office Box 252, Lawrence, Ind. 


Dear Mr. STONE: Pursuant to our telephone conversation of this morning, 
during which you, Mr. Richardson of the town board, and myself discussed the 
difficulties you were having on the job at Lawrence, I attach three signed copies 
of a memorandum of the telephone conversation with Mr. McGhee, who called 
us of his own volition on December 1, in connection with your contract. 

I am very much encouraged after the conversation this morning with you 
and Mr. Richardson—— 


Mr. Drnxrns. That is the president of the town board ? 
Mr. Svonr. That is the president of the town board; yes. 


with you and Mr. Richardson, and wish to again emphasize that this company 
stands ready to help you in any way possible in connection with this matter, 
not only because of its own financial interest in the contract, but because of your 
Status as a valued customer of this company. 

As mentioned in our conversation, I will get in touch with Mr. Clarence R. 
Martin, in Indianapolis, who is your attorney, and express this same view to him, 

In the meantime, please feel free to call upon us if there is anything we can do 
to assist further. 

Needless to say, we are very much interested in the situation, and would appre- 
ciate your keeping us advised as matters progress. 

With the very best of good wishes, we are, 

Yours very truly, 
GLAMORGAN Pree & FounpRY Co. 


signed “Mr. James D. Burby, Jr., Assistant Secretary and Treasurer. 

Senator Bennett. Mr. Stone, will you be willing to put those in the 
record 2 

Mr. Sronr. Yes, sit 

Senator Bennerr. It wouldn’t be necessary to read them. You can 
give them to the stenographer and we will insert them in the record 
at this point. We will save your time and ours. Check to make sure 
they are correct. They will be eepind and we will see you get them 
back. 

Mr. Srone. All right, sir. 

Senator Bennerr. Will you make sure the originals are returned ? 

Mr. Dinkins. Yes. 

Mr. Reporter, will you return those to me? 

The Reporter. Yes, sir. 

(The financial report and letters referred to are as follows:) 


THE FINANCIAL SITUATION OF THE TOWN OF LAWRENCE WITH REFERENCE TO ITS 
CONTRACTS FOR SEWER AND WATER WORKS CONSTRUCTION 


The town of Lawrence in 1952-53 entered into construction contracts in the 
total amount of about $1,400,000. 

The town has paid out for work done on these contracts about $334,000, such 
money coming from Government grants. 

The town is indebted for work done but not yet paid for about $325,000, most 
of which money must be raised by the sale of revenue bonds by the town. 

All work has been stopped for several weeks because the town has no money 
on hand to pay what it now owes or to pay for additional work. 

One series of bonds for $400,000 was sold to bond houses for resale to the public, 
but the sale was not completed because 2 lawsuits were filed against the town 
by William J. McGhee to enjoin it from accepting and expending loans or grants 
from United States Government agencies, and as a result the bond counsel would 
not certify that there was no litigation pending which might affect the validity of 
the bonds. Allegations were made in these suits to the effect that the officials 





248 COMMUNITY FACILITIES—LAWRENCE, IND. 


of the town of Lawrence and the officials of the Government agencies entered 
into an unlawful conspiracy in procuring the grants and loans from the 
Government. 

These suits also affect in the same manner another series of bonds for $414,000, 
Which the Government agencies have underwritten 

Until these suits, based upon such absurd allegations, are disposed of, and 


they should be put at issue and trie as Soon as POss bie, these bond issues Cannot 
be sold, and money to proceed with the rk cannot be obtained, unless money 
can be obtained by advances b he Gove ment agencies in anticipation of the 


ssuance of the bonds 


The sewage-treatment plant 


On October 28, 1952, the town of Liwrence with the approval of the United 


States Department of Health, Educ . gud Welfare, entered into a contract 
th the MeCarthy Construction Co. f the construction of a sewage-treatment 
plant at a cost of S2SY t (sovernment grant by the United States to aid 





in such construction was $230,440. Of this grant money $190,351.72 was deliv- 


ered to the town of Lawrence and paid out on such construction, which is now 





] 
96 percent complete. 
The town of Lawrence is now debted on this construction « tract for work 
ready completed in the ai int of $87,179.28, anc ork remains to be done in 
the amount of $11,825. 
The construction of seirers and watericrorks extensions 
he tow! f Lawrence entered into two con 
the aproval of the United States Housing and 
istruction of sewers and of extensions of water 
mated cost of $799,178.25 for sewers and of 
ot S1.089. 740.48) The Government grant by 
the United States to aid in such construction is S256,466 for sewers and §$124,S00 
for water extensions, total S378.266 Of such grants the sum of $143.342.55 


has been delivered to the town of Lawrence and paid out on such construction 
and engineering fees 

The town of Lawrence is now indebted to this contractor in the approximate 
amount of $235,000 for work completed, about two-thirds for sewer work and 
one-third for water worl 

There remains about $700,000 of work yet to be performed under these two 


contracts 


As to the proposals of the Indianapolis Water Co. 


The board of trustees of the town of Lawrence have requested the Indianapolis 


Water C to advise them if it will sell water to the town of Lawrence at the 
wholesale or multimeter rates. The Indianapolis Water Co. however is unwilling 


to sell water to Lawrence on any such basis 

Neither of the plans submitted by the Indianapolis Water Co., designated 
plan A and plan B, would permit the town to thereafter make any extension 
of its system beyond the old limits of the town and would give the water company 
the exclusive right to all other areas inside and outside the limits of the old 
town 

These plans would give ownership of most of the water facility to the In 
dianapolis Water Co., which the andit just made by the State board of accounts 
shows to be worth approximately $200,000 subject to the old bond of which 
there is still outstanding about $89,500. Up to the present time there has been 
expended the sum of over $100,000 on new waterworks extensions, and to com- 
plete the contract will require about $185,000 more. 

The Indianapolis Water Co. says it is limited to an expenditure of $240,000, 
that the feeder mains will cost $200,000, and that it will pay $40,000 for the 
newly laid mains 

An acceptance of either of the Indianapolis Water Co. plans would leave the 
town of Lawrence without income sufficient to pay its water bonds and other 
water obligations 

Any plan by which the Indianapolis Water Co. would become the owner of 
the Lawrence waterworks or any substantial part thereof would, under the 
law, prevent the grant being paid by the United States Government, because 
it cannot make such grants to a private individual or corporation. 

New test wells are to be drilled by the town of Lawrence and it is expected 
that an adequate supply will be found. 
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As to the proposal to buy water from the Indianapolis Water Co. 

If the town of Lawrence desires to purchase all, or part, of its water supply 
from the Indianapolis Water Co. instead of producing it from its own wells 
there is no reason why it should not do so, provided: 

1. That it can buy the water at the wholesale or multimeter rates at metering 
points at the corporate limits of the town. 

2. That such price will be comparable to the present or contemplated cost of 
producing the water from its own wells. 

3. That a long-term contract for such water supply can be made. 

The Indianapolis Water Co., however, has indicated no willingness to sell 
Water to Lawrence on any such basis. 


Comment on some of the plans submitted by the water company 


The plans it submitted : 

(a) Will not permit the town to hereafter make any extension of its system 
beyond the old limits of the town, and gives the water company the exelusive 
rights to all other areas inside and outside the limits of the old town. These 
plans would give ownership of most of the water facility to the Indianapolis 
Water Co. The feeder mains it says will cost $200,000 and that it will pay 
$40,000 for the newly laid mains, which have already cost the town $105,000 and 
the completion of which will cost $185,000 more 

(b) Will require the town to pay heavy hydrant rentals 

The water-company proposals if accepted would leave the town without income 
to pay its bonds and other water obligations. 

The plans submitted do not take into consideration the facts: 

1. That there are old water-revenue bonds now outstanding in the sum ot 
$89,500. 

2. That the present contract for extensions to the water system amounts to 
approximately $290,000, $56,000 of which indebtedness is to be paid by a new 
ssue of water bonds. 

3. That the town will have to have income from the water to pay these 
obligations. 


Water company ownership would prevent Government grant 


Any plan by which the Indianapolis Water Co. would become the owner of the 
Lawrence waterworks or any substantial part thereof would, under the law, 
prevent the grant being paid by the United States Government, because it cannot 
make such grants to a private individual or corporation 

New test wells are to be drilled by the town of Lawrence and it is expected 
that an adequate supply will be found. An ample supply of water for 1954 is 
now obtained by their wells. 


THe Cray Crry Pree Co., 
VWecca, Ind., December 1, 1953 
Mr. L. L. STONE, 
Care of L. L. Stone, Inc., 8015 East 45th Street., Lawrence 26, Ind. 

Dear Mr. STONE: We wish to advise you that we had a telephone call this 
morning from a man calling himself Mr. MeGhee from Lawrence, Ind 

With further reference to this particular telephone conversation, Mr. McGhee 
wanted to know whether we were aware that a suit had been filed against the 
(ity of Lawrence, Ind., enjoining the city of Lawrence from accepting the Fed 
eral funds for their sewer project. Hle also suggested that we have our attorney 
look into the matter 

Our reply to Mr. McGhee, concerning any money due us on this project was, 
that we were not interested so far as any suit was concerned, that any money 
due us was covered by a bond for material furnished on the project. Mr. McGhee 
wanted to know the name of the bonding company covering the Lawrence proj- 
ect: we were unable to give this information Mr. McGhee told us that we 
were more fortunate than the other suppliers, inasmuch as our money due was 
covered by bond. 

This was about the extent of our conversation with Mr, McGhee, 

Very truly yours, 
THe Cray Crry Pire Co., 
GEORGE H. GOSHORN. 
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MUELLER Co., 
Decatur, Ill, December 31, 1953 
Mr. L. L. STone, 
4744 Charney, Lawrence, Ind. 

Dear Mr. Stone: Attached is a letter concerning the telephone conversation 
which I had with Mr. McGhee. It was our general conclusion that the suit is a 
nuisance suit and without merit. We also concluded that the suit will be disposed 
of within a few months at the most. We certainly all hope that it will be within 
a very short time 

I personally enjoyed the trip and our visit and wish that I had an opportunity 
to meet all of our good customers. Unfortunately I spend most of my time deal- 
ing with those who do not pay their bills and it was indeed a treat to make a 
courtesy call. 

We certainly appreciate the cooperation you have given us in the past and 
also the prompt way in which you gave us all the facts in this particular matter. 

Yours very truly, 
Ratpu W. Tispits, Credit Manager. 


MUELLER Co., 
Decatur, IlUl., December 29, 1953. 
Mr. L., L. STONE, 
1744 Charney, Lawrence, Ind 

Dear Mr. Stone: In reply to your recent request, I should like to confirm the 
fact that about 4 weeks ago a man who represented that he was a William J. 
McGhee, of Lawrence, Ind., telephoned and gave me certain information. 

This man stated that he had filed suit a month ago as a private citizen to 
prevent the Federal Government from spending any more money on the project 
at Lawrence, Ind. He further stated that the contract was illegal for various 
reasons which he has stated in his legal proceeding 

The man purporting to be Mr. McGhee further stated that he was calling us 
because he knew that we were supplying some of the material on the project. 

The above is the substance of our conversation as I recall it at this time. 

Very truly yours, 
Ratpu W. Tresrrs, Credit Manager. 


GLAMORGAN Prpe & Founpry Co., 
Lynch hurg, Va., December 3. 1953. 


Memorandunr of telephone message from Mr. McGhee on December 1 at approxi- 
mately 11:45 a. m. 

Mr. McGhee, who announced himself as a member of the planning and zoning 
board and whose address is 8610 Pendleton Pike, Lawrence, Ind. (phone India 
napolis, Cherry 5830) stated that he was calling to ask if we were suppliers of 
pipe on the project which Mr. L. L. Stone was handling at Lawrence. 

Upon being advised that we were, he stated in essence as summarized below: 

That there were two suits filed against the town of Lawrence. Since M1 
Stone’s contract is subject to grant and loan money, none of which is available, 
and there being no appropriations, Mr. Stone is proceeding at his own risk 

He stated that the town board has erred in procedures leading up to the obtain 
ing of the grant and loan money and had made no attempts, although he had 
made repeated efforts to have them do so, to straighten out and correct these 
errors. 

He further stated that Mr. Stone is all right except that he is proceeding at 
his own risk. 

Mr. McGhee stated that he would go before the Federal grand jury in the spring 
in connection with this matter. 

Mr. McGhee also stated that Mr. Stone had laid considerable pipe, some of 
which was in unrecorded land. This he amplified to explain, meant a subdi- 
vision which was mapped out, but the streets of which were not yet dedicated 
to the public. 

The above, while not verbatim, is the general sense of the conversation with 
Mr. McGhee on the above date. 


JAMES D. Burpy, Jr., 
Assistant Treasurer 
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Senator Bennert. Is this the supplier reporting certain statements 
made by Mr. McGhee? 

Mr. Martin. Yes, sir. 

Senator Bennett. I would like to hear that part read. 

(Mr. Martin read the above memorandum heretofore copied into the 
record. ) 

Senator Bennett. That is the letter of which you have more than 
one copy ¢ 

Mr. Martin. Yes. 

Mr. Dinkins. Mr. Stone, which statements in that letter are untrue? 

Mr. Sronr. About the unrecorded plat is. So far as we know—and 
the Federal grand jury—we were given plans, specifications, and direc- 
tives, to put this water and sewer in the subdivision. We have no idea 
of whether they were unrecorded. I don’t think they were. 

Mr. Martin. As a matter of fact, everything that you have installa- 
tions in are in recorded plats, are they not? 

Mr. Stone. To the best of my belief, yes. We would have no way 
of knowing 

Senator Bennerr. What was the date of that letter, or that remark? 

Mr. Martin. December 3. 

Mr. Dinxrns. Off the record. 

( Discussion off the record. ) 

Mr. Dinkins. On the record. 

Mr. Srone. I want to ask you this question in connection with the 
propriety of the contract you obtained due to public bidding. 

Wasn’t notification of these public bids put out by the town of 
Lawrence, and was there anything irregular about the invitations for 
bids, are there bids, are there consummations of the contract? 

Mr. Stoner. No, it was advertised. It was advertised in the local 
paper, advertised in the 

Mr. Martin. Morris Journal and Indianapolis Journal. 

Mr. Sronr. And also the Construction Digest, Construction Dodge. 
Records, various places like that. 

Mr. Dinkins. Do you know how many bidders there were on these 
sewer and water contracts ? 

Mr. Stone. Iam trying to remember the first contract. I think there 
were somewhere around 7 bidders, or some 7 bidders took out plans. 

Mr. Dinxrns. Is that the 1951 contract you are talking about? 

Mr. Srone. Yes. 

Mr. Drnxrns. In 1951 there were seven bidders. How about the 
1953 contract ¢ 

Mr. Srone. There was about 5 or 6 bidders, in the overall picture. 
I don’t recall how many bid. 

Mr. Dinkins. And you were the low man? 

Mr. Srone. That is right. 

Mr. Dinxins. But as far as you know there was nothing irregular 
about it, and the bids were requested by the town of Lawrence ? 

Mr. Strong. That is right. On the last contract the Government 
man was in, the engineer from Chicago. He was in for the letting and 
the taking of the bids on the last contracts. 

Mr. Dinx1ns. Do you know who he was? 

Mr. Srone. Mr. Van Orman. 

Mr. Dinxrns. From the Chicago office? 

Mr. Stone. Yes. 
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Mr. Dinkins. From HHF A? 

Mr. Srone. HHF A. 

Mr. Martin. Mr. Senator, may I suggest, if there is a question 
arising as to the approval of the community facilities and sewer facili- 
ties, we have here the correspondence between Raymond L. Pike, 
district engineer, and John P. McCollum, regional representative, of 
1952, and of the report to Raymond M. Foley, Administrator for the 
HHFA, and Pere F. Seward, Community Facilities and Special 
Operations, recommendations for approval of these facilities, and the 
allotment of public funds. 

Senator Bennert. I think we would be glad to accept them for the 
record. 

Just give them to the stenographer there. I think they would be 
very helpful. 

sut I think I would like to have a copy of that memo of which 
you have three copies. You put it in the record, but I would like to 
have it for use. 

(The memorandum and reports referred to follow :) 


MEMORANDUM 


NOVEMBER 4, 1952. 
To: John P. McCollum, regional representative, region IV. 
From: Raymond L. Pike, district engineer. 
Subject: IND. 12-CF-2, sewer facilities, Lawrence, Ind. 


Reference is made to your two memorandums on the above subject, dated 
October 30, 1952, and a telephone conversation with Mr. Fagerstrom on the 
Same date 

On Friday, October 31, I spent the morning in Lawrence with Mr. Harold 
Heger, of the firm of Boyd E. Phelps, Inc., the applicant’s engineer in connec 
tion with the subject project, and other regional office employees. The after- 
10on Was spent in the offices of the engineer going over the plans and field notes 
taken on the site 

Saturday morning I received the above-mentioned memorandums and yester- 
day morning Mr. Heger and I went to Lawrence to make a plan-in-hand inspec- 
tion of all the areas to be served by sanitary sewers as indicated on plan sub 
mitted for this project, as well as all the territory being annexed on which it is 
proposed to build sewers in connection with this project and which are now 
being planned 

At this time I would like to say that I have been more or less in contact, one 
way and another, with this town for a number of years while State director 
of operations on the Works Projects Administration. We did considerable work 
there, including their high-school building and certain drainage sewers. Since 
this application was filed I have been in the town a number of times in order to 
refresh my memory concerning the various phases in which we would be 
interested. 

After making a plan-in-hand inspection of each street in which it is proposed 
to construct a sewer, I am free to state that after considering the contemplated 
development and the proposed connections to the mains, that all these sewers 
designed are eligible from our point of view. In making this statement I have 
in mind the fact that the estimated number of connections made by the town of 
Lawrence and their engineering firm are extremely conservative. Their figures 
ire based largely. if not almost entirely, on the construction to be carried on 
y the larger builders, where I personally know of quite a number of individuals 
who expect to build from 1 to 6 or 8 homes in the older portion of town, if and 
when water, sanitary facilities, and drainage are available. To my personal 
knowledge, the lack of these facilities has held back the development of this 
town for years. It is very apparent that this is the ideal location for many of 
the employees of the Finance Center at Fort Benjamin Harrison, the Western 
Klectrie factory, and the Chrysler factory to live, that these improvements seem 
a must at this time. As a matter of fact, in my opinion this is practically the 
only location that can be adequately prepared for the amount of money that 
will be expended to provide homes for these people. 


} 
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1 had a conference with the city officials on Monday morning, together with 
their engineering representative, and find that all house connections are to be 
built to the curb line and not the property line. At this same conference I was 
informed that a house service will be constructed for each lot with the con- 
struction of the sanitary sewers, since the city feels that after the sewers and 
water have been constructed, it will be necessary for them to pave most of the 
streets in the town, and they desire that these house connections be in place 
so that it will not be necessary to make cuts in the pavement. They also feel 
that the workmanship and inspection would be much better at this time than 
they would secure if these were placed by local plumbers at a later date 
Storm sewers 

Provisions for surface drainage prior to June 1950 was practically nonexist- 
ent with the exception of a small amount built by the Works Projects Adminis 
tration, and a lesser amount built by the local authorities a number of years 
ago. The lack of drainage accounts for practically the entire amount of vacant 
acreage or lots in the old town. As an example, the acreage to be occupied by 
Gem Homes, consisting of 70 units, has, in my opinion, been left vacant for 
lack of an outlet for its surface drainage. This I found to be equally true in 
connection with a number of the other large proposed subdivisions. In other 
words, if these developments are to take place, outlets must be provided for 
their surface drainage. It is my opinion that all the surface drainage called 
relief sewers, shown on the existing plans and specifications, are needed to cor 
rect the situation. It is my further opinion that if these drainage outlets are 
not provided, the proposed housing could not be carried on 

As nearly as I can determine, and I am quite sure that I am correct, no addi 
tional drainage sewer except those built by subdividers will be needed in the 
plans to be subsequently completed. The only drainage sewers needed are in 
what is known as the old town, except the outlet, which crosses the Barbour 
addition now being annexed, and this is shown on the present plan 

I feel that you are quite correct in your assumption that drainage sewers or 
storm sewers cannot be financed with revenue bonds, however, as you state these 
relief or storm sewers amount to $173,875.75, it is my opinion that there are 
sufficient moneys to be raised by other means than revenue bonds, so that theo 
retically no part of the revenue bond money need be used for this purpose. I 
personally feel that all that is needed to clear this matter is a change in scope 
to permit the construction of such storm sewers 

DISTRICT ENGINEER 


Housing and Home Finance Agency OA-OFS 
Raymond M. Foley, Administrator 
Housing and Home Finance Agency 
Pere F. Seward, Community Facilities and 
Special Operations 
SEPTEMBER 3, 1952. 


RECOMMENDATIONS FOR APPROVAL OF COMMUNITY FACILITIES PROJECTS AND 
ALLOTMENT OF FUNps UNDER PusLic Law 139 


LIST NO. 32 


Based on a detailed review and analyses of available data relating to the proj 
ect described in the attached project summary, I have determined that the 
applicant and this project are eligible for assistance under the Defense Housing 
and Community Facilities and Services Act of 1951, Public Law 139, 82d Congress. 

The project summary attached hereto covering $667,468 in Housing and Home 
Finance Agency assistance, contains the assurances and recommendations as to 
the specific findings and determinations which you are required to make under 
the provisions of said act, as well as the pertinent detail in respect to the type, 
location, cost, and method of financing this project and the defense-connected 
needs, 

The project meets the criteria and requirements established by you and by 
law and I recommend approval for Federal assistance of the type and in the 
amount as shown in the attached project summary. 


PERE F. Sewarp, Commissioner 
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By virtue of the authority vested in me by Public Law 139, 82d Congress, I 
hereby make the findings and determinations required of me by said law, as 
detailed, with respect to the project in the attached project summary and I, 
therefore, authorize the allotment of Federal funds, appropriated pursuant to 
said public law, in the following manner and amount: 

Project number and location: Ind. 12-CF-2 Lawrence, Ind. (sewerage fa- 
cilities ) 

Type and amount of assistance: Grant, $263,616; loan, $413,959 

Total amount: $867,468. 

Date: September 5, 1952. 

RAYMOND M. Fotey, Administrator. 


HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 
Community facilities—Public Law 139 
COMMUNITY FACILITIES SERVICI 


PROJECT SUMMARY 

Pr ject No. Ind. 12—CF-2. 

Applicant: Town of Lawrence, Ind. 

Location: Lawrence, Marion County, Ind. 

Type of project: Sewerage facilities. 
Project description 

Construction of a sanitary sewage collection system including house laterals 
to property and a sewage-treatment plant 
Agency responsibility 


1. Housing and Home Finance Agency: Construction of the sanitary sewage 
collection system including house laterals. 

2. United States Public Health Service, FSA: Construction of the sewage- 
treatment plant 

5. The United States Public Health Service has concurred in the public health 
aspects of the proje S 


CONSTRUCTION SUMMARY 


I Estimate of project cost. 




















FSA HHFA Total 
Pr I exp 
und t vay $12, 500 $2, 500 $15, 000 
{ } ruct 
1) Cont 289, 000 755, 574 1, 044, 574 
4) Equipment. . a ( 1 
(c) Contingencies - 18, 138 18, 138 
Engineering fees_ - 17, 394 46, 422 63, 816 
Legal and administrative 3, 105 8, 310 11, 415 
Interest during construction , 3, 700 23, 033 26, 733 
Project conti v 3, 501 10, 519 14, 020 
Government field expense ; 3, 210 3, 210 
Total 329, 200 867, 706 1, 196, 906 
1 Equipment included in construction contracts. It is not believed that any unusual construction condi 


tions exist that would tend to increase the estimated cost 


2. Construction period.—Plans and specifications for the sewers in the old city 
limits and the 0.5 MGD treatment plant were completed under Advance Planning 
Project No. Ind. 12-P-1062. The plans for the additional sewers in the new 
subdivisions can be completed within 30 days. It is estimated that actual 
construction will require 1 year. 

8. Site acquisition.—The site for the sewage-treatment plant is to be acquired. 
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Wethod of financing 








Housing U.S. Publ 
ind Home Healt! | 
Finance ts 
Se ( 
Agency ; 
Ch $ 1 $ ( S48: 
Lo 4] 
Ar f x 2909, (KM 
‘ sf 1 2 iM , OOK 
NOTE he treatment plant, estimated to cost $329,200, is the responsibility of 1 3 ublie He 
and the remainder of the project the respon ity of Housinz and Home Finance Agen Ap] 
eant’s fund re | ed to T S. Public Health Service based upon the de onnected ne 
treatment plant be 0 percent of cost The proposed loan of $413,950 is to be secured by special 
t fited properties A pplicant’s funds are to be derived he le of $221.00 


bonds, with a lien in the ber 
: t i 


ue Dbond nda mtridbutior 





of $78,000 by the d elope? 


Conditions 


1. Prior to making any grant or loan funds available, the applicant shall annex 
that portion of the area proposed to be served which is not presently within its 
corporate limits. 

2. Prior to making any grant or loan funds available, the applicant shall 
deposit in the construction account the sum of $299,000 or such larger sum as 
may be necessary with the grant and loan funds to assure the complete financing 
of the project. 

8. The project shall be divided into two units in accordance with section 6 
(1) of Field Legal Report on Project, dated June 27, 1952. 

4. In the event the actual project costs are less than the estimated project 
costs, the grant shall be reduced by the full amount of the underrun. 
Hligibility and general assurances 

The project described above is located in and is designed to serve a part of 
the defense area comprising all of Marion, Hancock, and Hamilton Counties, 
which area has been duly determined to be a critical defense housing area pur 
suant to section 101 of Public Law 139, 82d Congress. The project described 
above qualifies as to type, within the meaning of community facility, as defined 
in section 315 of Public Law 1389. The corporate structure of the applicant is 
such as to qualify it for Federal assistance under the act. The need for the 
facility results from defense activity in the community, within the meaning of 
section 101 (B) of the act, as hereinafter detailed. With respect to section 304 
of the act, the amount of Federal funds recommended for allotment to aid in the 
provision of this facility does not exceed that portion of the cost of the facility 
which is attributable to the national defense activities in the area and which 
cannot be recovered by the local agency from other sources, including payments 
by the United States under other provisions of this act or any other law. 
Justification for loan and grant 

With respect to section 103 (b) of the act, the chief executive officer of the 
appropriate political subdivision has certified that this facility cannot be provided 
when needed without the proposed loan and that it cannot be provided when 
needed without the proposed grant, without the imposition of an increased ex- 
cessive tax burden or an unusual or excessive increase in the debt of the local 
agency. A detailed analysis of available data justifies concurrence by the Hous- 
ing and Home Finance Administration in such certification and it is therefore 
determined that this facility, and other facilities required in the defense effort, 
cannot otherwise be provided when needed. 

The proposed grant of $483,956 is 40.4 percent of the total cost of the project. 
Accordingly, it does not exceed that portion of the cost of the project attributable 
to defense activities, since the defense connected impact is estimated to be 70 
percent. 

The proposed special assessment bonds would be payable from assessments 
levied against benefited properties. They may mature over a period of 10 years 
and may not be issued until the improvement has been completed by the appli- 
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cant’s governing body. The owner of a benefited property has the option of 
paying the assessment in full or in installments in 10 years. 

The obligations may be issued to the contractor in payment for work per- 
formed. However, this results in cushioning of bids to offset loss which would 
be sustained in selling the bonds. In this instance it is estimated that bids for 
the work would have to be cushioned 30 to 40 percent above bids on a cash basis. 
Accordingly, requiring the applicant to construct the laterals and collateral 
sewers on the basis of the contractor accepting special assessment obligations in 
payment for work performed would place a burden on the benefited property 
owners. Moreover, it would delay the start of construction of an urgently needed 
project for 6 or 8 months. Special assessment bonds in Indiana have a very nar 
row market and inquiries made by the regional office indicate that investment 
dealers would not be interested in purchasing the issue. 

Special assessment obligations are not considered to be prime security. How- 
ever, no other method of financing by which the applicant can participate to 
the extent of its ability appears to be available. It is anticipated that a sub- 
Stantial number of benefited property owners will pay their full assessment when 
the roll is spread and that the remainder will pay in installments over a period 
of 10 years. It is the opinion of the regional office that legal action will be 
necessary to enforce the payment of some assessments but that all assessments 
will be collectible. It is impossible at this time to set up a schedule of debt 
payment on the proposed loan since the actual amount of bonds to be issued will 
not be known until the project is completed and the property owners have 
the opportunity of determining whether the assessment will be paid in cash 
or in installments 

Applicant’s funds in the amount of $78,000 are to be derived from connection 
charges of $50 per connection charged the developer and in the amount of 
$221,000 from the proceeds of the sale of a like amount of sewer revenue bonds. 
With respect to the ability of the applicant to market the proposed revenue bonds, 
the following is an estimate of earnings of the sewer system: 


Gross revenue, 1.560 connections at $21 $32, T6O0 
Maintenance and operation $14, 000 
Capital improvements and extensions 4,914 

18, 914 

Annual net revenue 13, 846 


Average annual debt service on $221,000 serial 3% percent revenue bonds, 
payable in approximately equal annual installments of the aggregate of principal 
and interest, equals about $11,050. Accordingly, estimated annual net revenue 
covers annual average annual debt service about 1.25 times. This is about the 
minimum coverage which would interest investment dealers in bidding for the 
obligations 

It appears that the applicant proposes to contribute to the extent of its ability 
to finance the construction of the project. The proposed charge to the developer 
per connection is above the average, the charge to benefited property owners 
cannot exceed the actual cost of constructing that portion of the project which 
may be assessed against them, and the proposed revenue bonds are about the 
maximum that could be marketed. With respect to the unused general obligation 
debt incurring capacity of $389,707, the applicant desires to retain this borrowing 
capacity to finance the purchase and construction of fire-fighting facilities. 

It is not meant to imply that the proposed special assessment bonds are 
assured of payment in full. However, they do present a plan of financing 
whereby the Government will recover all or a substantial part of the par amount 
of the bonds purchased. 


Financial and statistical data 


Population: 1940, 1,047; 1950, 1,987, 2.500 (estimated). 

Plans have been prepared for 1,048 housing units in new subdivisions which 
have been or will be annexed to the town of Lawrence when water and sewer 
facilities are assured. This should result in an increase of from 3,500 to 4,000 
in population in the near future. 
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Assessed valuation: $2,350,350 (33 percent basis). Basis of assessment is 
comparable to other similar size communities in Indiana. 
Outstanding debt: 
G. QO. bonds__- ae a : ae : wa Sa, OOO 
Waterworks revenue bonds_-_- sivistultsnaigutes; telat 91, 000 
TO AE ike Bid hath ati cicada a eth bei aicneb bebo he yee 4, 800 


aa 


Constitutional debt limitation: 2 percent of assessed valuation. 
Computation of G. O, debt incurring capacity: 


Gross debt a Ss 


$2,350,350 times 0.0'2_ “an aioe ad s . siibin cain, ee Oe 
~i , Less outstanding G. O. debt__---- 2 Paeiaee ccieralipice: *_ eae 
Unused debt incurring capacity__- a Sct nab chee echinsitenleeapseen __ 39, 707 


Outstanding waterworks revenue bonds: 
Issue of 1935 eee ae sien ms wnthiibiiiat Ad niet kta cn ncigiele tail tee eke s 
" Issue of 1949 ________ Se ial aan ou 0D 


sisaiiiaietbeat ; : amnecs Se 
Waterworks revenue bonds may be issued gutside constitutional debt 
limitation. 
Issue of 1935 not redeemable, final maturity 1972. 
Issue of 1949 not redeemable until 1955. 


Total ai 


Tax rates: 


State__ a aici : wmscn chine aaceabidealahalC eee 
eo inka iocatagie thinkin entitenieat Wi OO 
Town ; : EA aie Sakchanaiietinnemeds Raden s ween 
Other meaaraarec dito * Satnneeadeemida seh tian tanks latin: epsaigi aac ae ae 

Total-_ si dona senate ’ ; siento ts eed teiectp thls aaa Oe. GU 


Based upon property being assessed at 33 percent of actual value, the overall 
rate is not excessive. However, it is comparable with the rates of towns of like 
size and character in the area. 

Defense, population, and housing impact 

The provisions of the proposed facilities is essential in view of the substantial 
increase in the permanent population as a result of increased military and de- 
fense plant activities. The city of Lawrence bounds Fort Benjamin Harrison 
on the west and is within 4 miles of the new Western Electric, Chrysler-Dodge, 
and naval ordnance defense plants. These plants and Fort Harrison will em- 
ploy 31,000 at their peak employment. 

The population of the town was 1,047 in 1940, increased to 1,987 in 1950, and 
it is estimated that over 2,500 reside in the community at the present time. 
Since 1950, 172 housing units have been constructed and 1,026 additional units 

» a are proposed to be erected and will be served by the sewer system. It is reported 
that the project will serve about 6,200 persons within the next few years. 

While the town has a municipal waterworks system it has no public sewer 
system. Present sewage disposal facilities include septic tanks and cesspools 
with the effluent discharging into open culverts, storm drains, and ditches and 
‘ then to a small stream flowing through Fort Benjamin Harrison into Fall Creek 

This small stream enters Fall Creek approximately 5 miles above the intake 
of the Indianapolis Water Co.'s filtration plant. The inadequacies of the dis 
posal of sewage are causing health hazards to the residents of Indianapolis and 
Lawrence as well as to the personnel of Fort Benjamin Harrison. These con 
ditions have caused the Indiana Stream Pollution Control Board to order the 
town of Lawrence to cease causing pollution of Fall Creek because septic tanks 
have failed to operate satisfactorily in this area, the Indiana State Board of 
Health has refused to approve additional septic tank installation. Therefore, 
no additional housing can be built until a sewerage system and sewage treatment 
plant are constructed. 


55245—54——18 
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Mr. Stone. I imagine you would like to have this as the construc- 
tion digest. This is a paper we get regularly, daily, as to the proposed 
work, low bids, and so forth and so on. 

Senator Bennerr. Yes. 

Mr. Stone. I think Lawrence is right down to the left. 

Senator Bennerr. There has never been any question, so far as I 
know, as to whether or not the proper legal procedures were carried 
out in the letting of the contract. 

Mr. Martin. No, that has never been attacked. 

Senator Bennerr. Mr. McGhee has never raised that as far as I 
know. He has raised the question about the right of the town board 
to accept the grant, bond the city, and that sort of thing, but never 
any question about the contract. 

Mr. Dinxins. Mr. Stone, how about the inspection of your sewer 
and water contract as the construction was progressing? Who car- 
ried out the inspections on this? 

Mr. Srone. The inspection was carried out by the—we had two 
inspectors and engineers on the job by Boyd Phelps, Inc., which are 
the engineers for the project for the town of Lawrence. 

Mr. Dinxrns. Is that the company with which Mr. Anthony Fraps 
is associated ¢ 

Mr. Sronr. That is right. Then we had the regular inspection of 
the Federal field engineer when he came about. 

Mr. Dinxrns. Where was he from ? 

Mr. Stone. HHFA. 

Mr. Dinkins. HHFA ? 

Mr. Srone. Yes; Mr. Rephart. 

Mr. Dinxrns. Was there any FHA inspection on that? 

Mr. Sronr. No; there wouldn’t be on that part of it. 

Senator Bennerr. Was the specific question raised with respect to 
the depth at which you were locating the water pipes? 

Mr. Stone. Yes. We heard that McGhee claimed we weren’t put- 
ting the water pipes down to the sufficient depth, but in no case had 
it ever been found, or have we ever found it was right. 

Senator Bennerr. Were any specific inspections made for the pur- 
pose of finding out whether that charge was correct ? 

Mr. Sronr. All I know about the charge is by the grapevine. It 
has never been brought before us. 

Mr. Martin. You didn’t get the question. Boyd Phelps’ engineer 
is on the job all the time, and makes the inspections ? 

Mr. Sronn. Yes. 

Mr. Martin. You didn’t cover the ditches until they were inspected ; 
is that true ? 

Mr. Stone. That is true; yes. Our contract calls in the specifica- 
tions for the ditches to be left open for visible inspection. 

Senator Bennett. So that as a result of his interference there were 
inspections made. Were you given a clean bill of health on those 
inspections ¢ 

Mr. Stoner. Yes, yes, we have been. 

Mr. Dryxrns. Did I understand that Mr. Fraps was continuously 
inspecting this work as it was being completed ? 

Mr. Stone. He had his men. Mr. Fraps operates out of the office. 
His two resident engineers were there. 
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Mr. Marrin. Mr. Fraps’ office is in Indianapolis, and the resident 
engineer is at Lawrence. 

Mr. Stone. Yes, Mr. Fraps is the office engineer, and Mr. Huey, and 
I don’t know the other boy’s name, last name, and his assistant engi- 
neer I will say, were on the job at all times inspecting. 

Mr. Dinkins. Any criticisms to the effect that your carrying out of 
these contracts on sewer and water were not properly ins pecte od are 
then in error? 

Mr. Srone. That is right. 

Mr. Dinkins. How often did HHFA send inspectors down there? 

Mr. Sronr. Well, he tries to make it every week, or about every 10 
days. 

Mr. Dinxrns. This last June contract, is that the one you said is 
presently about 60 percent completed ¢ 

Mr. Sronr. No; about 90 percent. 

Mr. Dinxrns. About 90 percent completed ¢ 

Mr. Srone. That is right. 

Mr. Dinkins. About when do you hope to have it completed? 

Mr. Sronr. We expect to have it—well, when I left Lawrence, it 
was raining, we expect to have it finished in about 10 days, we will 
say—10 days to 2 weeks. 

Senator Bennett. Is that water, sewer, or both? 

Mr. Sronr. That is water and sewer. 

Senator Bennett. Both still not completed ¢ 

Mr. Sronr. That is correct. However, there is one thing, and I 
may want to state in there: There is one contractor, a building firm 
there, that wets his work iat by a street at a time. That may pro- 
long it, if he is not ready to go, because he is handling his finances in 
such a manner there with the town, that we will say we will have the 
whole of that thing done in 2 weeks. 

Senator Bennerr. Are you making the connections directly to the 
houses, or are you running the mains? 

Mr. Sronre. We just run the mains and the services to the property 
line on the water, and the sewer services to an established curb line, 
established by the engineers. 

Senator Bennerr. You could go through and finish your work, 
leaving them to make their hook-on later on ¢ 

Mr. Sronr. Yes: that is right. 

Mr. Dinxrns. Mr. Stone, you said a while ago this 1953 contract 
was about 90 percent completed. Does that also mean you have 
received about 90 percent of your money that you are to receive? 

Mr. Stone. No, sir. No, sir, we have not. They are behind in 
their payments now on the water. On the sewer, the sewer is all 
right. They will be paid up to date when they make this last 
payment. 

Mr. Drxxrxs. Some time ago you started to testify about how you 
were hurt when Mr. McGhee filed these suits. 

Mr. Stone. Yes. 

Mr. Dinxrns. And that you had so much money tied up in the 
thing, and that you were held up for about 90 days. Did you com- 
plete your story, your testimony on that point ? If you didn’t I wish 
you would. 

’ Mr. Stone. Well, we completed it—let’s see, we went up to the 
point, if I recall, there of introducing these letters that McGhee 
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had written to our suppliers. Then, of course, I went into my bank 
and I had to go to my bonding a ny, and apparently now—they 

never told me this at the bank, but they never told me, my bonding 
company, but evidently he had been around and gotten word to them. 

Mr. Martin. In fact, you were in a very perilous financial condi- 
tion, almost ruined ? 

Mr. Stone. That is right. 

Mr. Martin. Over about a quarter of a million dollars—— 

Mr. Stone. In the job. 

Mr. Dinkins. And you were held back approximately 90 days in 
completing the contract on account of that suit? 

Mr. Stone. That is right. 

Mr. Dinkins. Well now, Mr. Stone, there has been a good deal 
said about this water situation in Lawrence. 

Mr. Srone. Yes, sir. 

Mr. Dinkins. Some people have taken the position that the town 
would have been much better off if they had made a contract with 
the Indianapolis Waterways, that they were there ready and willing 
to do this work, and the town could have gotten it much cheaper, and 
wouldn’t have had to borrow any Government money, wouldn't have 
to have accepted any Government grants. 

What is your feeling or thought on that? Do you have anything 
to contribute to that situation ? 

Mr. Strong. Should I talk as a taxpayer or a contractor? 

Mr. Dinkins. I don’t want to prolong your testimony, but I wanted 
to know what your reaction was. 

Mr. Martin. As a contractor, Mr. Stone doesn’t care who he does 
the work for. He is familiar with that, and he can make a statement 
if you like, which statement is not as a contractor, but as a citizen 
of the town of Lawrence. 

Senator Bennerr. I would appreciate a brief statement as a tax- 
payer. You are the first taxpayer from the town of Lawrence we 
have talked to, except the president of the town board this morning. 

Mr. Sronz. The statement I would like to make about the water 
company : We were in the meeting—I was in a meeting with the town 
board members and the Government, Mr. Brown, of the Government, 
and my attorney, Mr. Martin, Mr. Victor Jose, the town attorney of 
the town of Lawre snce, Mr. Garth Palmer, who was the acting head of 
the Citizens Committee of Lawrence, Mr. Louis Finch, of the Indian- 
apolis Water Co., Mr. Baldock of the Indianapolis Water Co., Mr. 
Morse, I think, is chairman of the Indianapolis Water Co. 

Senator Bennerr. Would that be Mr. Norris? 

Mr. Srone. Morse. And also Mr. Norris, I think vice president of 
the Indianapolis Water Co. 

Mr. Dinxins. About when was this meeting? 

Mr. Martin. I could read into the record, Senator, if you like, a 
statement as to the Indianapolis water proposition that was printed 
in the Indianapolis Journal. 

Senator Bennerr. We have copies from the Indianapolis Water 
Co. containing their proposition. 

Mr. Martrn. It will clarify those letters. 

Mr. Dinxrns. Could-we see that for a moment, Mr. Martin? 

Mr. Martin. Yes, sir. 

(Document handed to Mr. Dinkins.) 
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Senator Bennerr. Is that a personal memo? 

Mr. Martin. Yes, sir. 

Senator Bennerr. Would Mr. Stone be willing to offer that for 
the record, or any part of it that is pertinent? 

Mr. Dinkrns. We can save a whole lot of time if you just offer 
it for the record. 

Mr. Martin. I will go through and mark them, as there are dupli- 
cations. 

Senator Bennett. I would appreciate that. 

Mr. Martin. Yes, sir. 

Mr. Dinkins. Is the date of the meeting in 1954? 

Mr. Martin. The latter part of December, or first part of January 
1954. 

Senator Bennerr. Tell us what you want to. 

Mr. Stone. Well, the town board was discussing—— 

Mr. Martin. Here are a complete list of those, if I may put them 
all in there: Mr. Scott Morse, president of the Indianapolis Water 
Co., Mr. Norris, Mr. Finch, Mr. Start and Mr. Baldock, of the water 
company; Mr. Brown of the Chicago office of HHFA, Mr. Cathcart 
and President Richardson and Mr. Snyder of the town board, Mr. 
Fraps the engineer from Boyd Phelps & Co., Mr. Palmer of Lawrence, 
Mr. Stone, Judge Martin, Mr. Jose be ‘ing the town attorney. 

Those are the ones who were in the meeting. 

Mr. Dinkins. When you refer to Judge Martin, was that you? 

Mr. Martin. That is me. 

Mr. Dinkrns. All right, sir. Where was that meeting held? 

Mr. Sronr. In the water company’s offices in Monmouth Circle, 
Indianapolis. 

Mr. Dinkins. Will you continue? 

Mr. Stonr. They were discussing between the town board and the 
waterworks officials, securing water from the Indianapolis Water Co., 
wholesale, and they wanted to buy water wholesale, as the town did. 
The town of Lawrence wanted to buy water wholesale. They would 
not accept that. The only way they had was several different ways 
they wanted to handle it, either taking the water plant over, which 
they weren’t very enthusiastic about, but they v oak more interested 
in running the mains, and running them all around the town of 
Lawrence to make the proper connections—the town of Lawrence 
would have to make the proper connections to their system, so that 
the town of Lawrence water could not back up into their system and 
they would come all around and circle around the town, which didn’t 
seem to be acceptable at all to the town board members at that time. 

But during that conversation they, Mr. Finch, stated that as far 
as our contracts were concerned, if Indianapolis Water Co. did go in 
there they would see that we finished up the work, the mains, and lay 
the balance of the mains. Or, in other words, it didn’t make any 
difference whether the town went on with them, or Indianapolis Water 
Co. would go on, that they would arrange, get into an agreement, they 
would pay me, and I would do the work. 

Mr. Dinkins. As far as you know, this Federal loan and grant from 
HHFA was made with the complete approval, and at the request of 
the entire town board and the water board of Lawrence ? 

Mr. Stone. So I understand. 

Mr. Dinxins. That is your understanding ? 
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Mr. Srone. Yes. 

Senator Bennett. I have nothing more. We appreciate your pres- 
ence. You were very helpful to us. 

Mr. Martin. On the statement about the water, I think we better 
clarify that. There is considerable question as to the power of the 
water board in this proceeding. As a matter of fact, the town can 
only issue bonds by its town board. ‘The water board has no authority 
of that kind, in a town with a setup like Lawrence has. In other cities, 
bonds may be issued, contracts of that kind may be made by the water 
board, but that is not the case at Lawrence. 

Senator Bennett. Was this proposal to issue bonds in fact made by 
the water board or by the town board? 

Mr. Martin. It was made by the town board. 

Senator BENNETT. So it was legal ? 

Mr. Martin. It was the only governmental function that had the 
power to do that. There is an issue of water bonds now in existence 
which was issued by the town board. 

Senator Bennerr. Mr. Richardson has already testified that the 
action with respect to the grants and to the bonds was unanimous in 
both boards. 

Mr. Martin. I don’t know anything about oak 

Senator Bennerrt. So that would indicate there was no diffic ulty on 
that level. 

Mr. Dinxrns, Is there anything else you want to say ? 

Mr. Stone. I just want to say something as a citizen and a ti ixpayer 
of the town of Lawrence about the water. 

In going through this, as I see the peas Water Co.’s pro- 
posals A and B, to the best of my knowledge, didn’t give the people 
of the town of Lawrence very much for their money, but at that time, 
with the pending increase in water rates from the Indianapolis Water 
Co.—and we have a a there of about 4,500 gallons for $1.75, 
whereas the Indianapolis Water Co. would run up to about $2.30. 
From the overall pie ture we all felt it would cost more money to the 
taxpayers of Lawrence in the way of water bills, than it would be for 
the town of Lawrence to handle the water situation. I have here peti- 
tions I got from Mr. Charles McCoy, to bring along and it has some 
341 signatures on it, of the people of the town of Lawrence. These 
are people that own property in Lawrence, they may not be a resi- 
dent, but there are four of them, as an overall picture. 

Mr. Dinxrins. As I understand it, the people who signed this peti- 
tion favored the town of Lawrence going ahead with its water develop- 
ment instead of having a contract with the Indianapolis Water Co. 

Mr. Sronn. That is right. If you will read that there, that will 
tell you just precisely what the citizens thought at that time. 

Senator Bennerr. Can you tell me what the citizens committee 
of Lawrence is? 

Mr. Srone. I don’t know what they actually stand for, unless they 
are just trying to stop the growth and the progress of Lawrence, but 
they don’t state it that way. 

Senator Bennerr. Were they in existence before this problem 
came up? 
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Mr. Stone. No. McGhee is the man that started those things. Mr. 
McGhee from way back is a fellow that likes to make trouble for 
everybody. He just makes a general nuisance of himself. 

Mr. Martin. The Civil League, or whatever it is called, has changed 
officers a dozen times in the last year, hasn’t it ? 

Mr. Sronr. Yes. 

Senator Bennerr. They call themselves the citizens committee ? 

Mr. Stone. When they first started out Mr. McGhee was on there, 
then all of a sudden they get Mr. McGhee off of it. He is supposed to 
be off the committee altogether, but he is still right in there with 
them. They try to bring up various things about town officials being 
crooked and everything being done under the table, and everything 
like that. 

Senator Bennert. I think we won’t hold you any longer, gentle- 
men. Thank you. We have 2 or 3 more to hear from. 

Mr. Martin. Senator, here is a letter addressed by the HHFA to 
Senator Capehart, October 12, 1953, telling of the conclusions they 
made. 

Mr. Dinxins. That is signed by Mr. Cole. We have that. 

Mr. Martin. You have the letter he wrote to Mr. Cole? 

Mr. Dinxrns. You can check my dates. I am almost sure. I have 
a letter from Cole to Senator Capehart, October 12, 1953. 

Mr. Martin. That is right. 

Senator Bennett. This is a letter from you to Cole, October 22. 

Mr. Dinkins. Yes; [have that. May we have this statement to add 
to the record ? 

Mr. Srone. Yes, sir. 

Senator Bennert. Off the record. 

(Discussion off the record.) 

Senator Bennerr. Gentlemen, we will want you again in the morn- 
ing. We were going to open public hearings at 10 o’clock tomorrow 
morning in the District committee room, which is the Senate wing 
of the Capitol, just off of the Senate floor. Any of the guards can 
tell you how to get there. It is just across the so-called reception 
room from the Senate itself, and we would like to have you summarize 
what you have told us today in public hearing tomorrow. 

We will take the petition for the committee file. There is no use 
recopying that again. 

Mr. Dinxtns. Then you will be available tomorrow morning, Mr. 
Stone? 

Mr. Stone. Yes, sir. 

Senator Bennerr. We won’t get to you much before noon, if by 
then. Mr. McGhee will be the first witness, and you know him, you 
know how difficult it will be to cut him down. 

Mr. Martin. Here is a whole history of the thing from a newspaper 
standpoint. 

Senator Bennerr. Well, hang on to that. 

Mr. Fisher, will you be sworn, please ? 

Do you solemnly swear the testimony you are about to give in this 
investigation is the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 
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TESTIMONY OF RICHARD L. FISHER, LAWRENCE, IND., VICE 
PRESIDENT, PROPERTY MANAGEMENT, INC. 


Mr. Fisner. I do, sir. 

Senator Bennerr. Will you sit down and will you give the reporter 
your name, your home address, and your business 4 

Mr. Fisner. Richard L. Fisher, 8252 East 48th Street, Lawrence, 
Ind., and I am vice president of Property Management, Inc., en- 
gaged in home building. 

Senator Bennerr. Is Property Management, Inc., a subsidiary or 
an affiliate of the Shelby Construction Co. ? 

Mr. Fisner. The principals of Shelby Construction Co. are also 
the principals of Property Management, Inc. 

Senator Bennerr. Are you one of the principals of Shelby ¢ 

Mr. Fisnrer. No, sit 

Senator Bennerr. Just of Property Management / 

Mr. Fisuer. Yes, sit 

Senator Bennerr. But there is no other corporate relationship 
between the two companies / 

Mr. Fisurr. No, sir; not tomy knowledge. I mean, there is no 

Senator Bennerr. Well, Property Management, Inc., is not a sub- 
sidiary of Shelby ? 

Mr. Fisuer. I don’t exactly know the definition of subsidiary in this 
case. You mean does one corporation own stock in the other / 

Senator Brennetr. Yes. 

Mr. Fisner. No, sir, I think not. 

Senator Bennetr. What is the business of Shelby Construction 
Co. ? 

Mr. Fisner. Shelby Construction Co. is engaged in the building of 
homes and apartments and also general cont racting, 

Senator Brennerr. Do they operate any prefabricated housing 
manufacturing facility? 

Mr. Fisuer. No, sir. 

Senator, on Shelby Construction Co., I am not very well qualified to 
answer questions as to their business, because although I know some 
things they do, I am not actually working for Shelby, I work for 
Property Management, and I am er atively new with the com- 
pany. I have been with them 2 years, or less than 2 years, and all 
that time I spent in Indianapolis. 

Senator Bennett. Who are the principals of the two companies? 

Mr. Fisuer. There is a Mr. Paul Kapelow, Mr. Louis Leader, and 
Mr. Alec Kornman. 

Mr. Dinxrns. Mr. Fisher, are you an engineer ¢ 

Mr. Fisuer. No, sir. 

Mr. Dinkins. Or have you any other profession ? 

Mr. Fisuer. No, sir. 

Mr. Dinkins. What is the name of the Government project in 
Lawrence you had charge of? 

Mr. FisHer. Harrison Park. 

Mr. Dinkins. Harrison Park? 

Mr. Fisner. That is the subdivision name; yes, sir. 

Mr. Dinkins. How many houses are included in that project? 

Mr. Fisuer. 3382. 


Mr. Dinxins. How many of those have been completed to date? 
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Mr. FisHer. 332. 

Mr. Dinkins. When were they last completed ¢ 

Mr. Fisner. I might qualify that in this way: We have final in- 
spections by FHA on 331 and we have 1 which is ready, and I presume 
will be final while I am gone. That would make completion. 

Senator Bennetr. How many of those have been completed during 
your term of service? 

Mr. Fisner. All of them. 

Mr. Bennett. They have all been finished in the 2 years in which 
you have been working for the company 4 

Mr. Fisuer. Yes, sir. 

Senator Bennerr. Then you have been responsible for the construc- 
tion of all of the 332 units? 

Mr. Fisuer. Yes, sir; that is correct. 

Mr. Dinkins. When did you first begin construction on this? 

Mr. Fisuer. We broke ground about June 15, of 1953. 

Mr. Dinkins. You have the supervision, did you, and management 
of the construction of all these houses ? 

I mean, were you = man who was primarily responsible ¢ 

Mr. Fisuer. Yes, s 

Mr. DinkIns. ao en did you have FHA inspection on those 
houses ¢ 

Mr. Fisner. During the summer of 1953, we had an FHA inspector 
on the job every di: Ly. 

In other words, he reported there and stayed there all day, and 
then left and came back the next morning. That went on for practi- 
cally the whole summer of 1953, into the fall. So we had inspections 
continuously every day. 

Mr. Dinkins. Well, now you say they continued through the sum 
mer into the fall. How about the time from that, the winter of 1953, 
and then from 1953 to 1954 ¢ 

Mr. Fisner. During that period of time construction was very 
slow. 

There was very little going on, and then at the designated stages 
of construction we would request the FHA to make their inspection. 
They would send an inspector out at that stage which was probably—I 
imagine we had inspections a couple of times a week. In other words, 
work would progress to a certain stage for, let’s say, first the inspec 
tion. Then we would stop. The FHA would send an inspector out, 
make the first inspection, we would proceed to the stage where a second 
inspection was called for. Then we would request the inspection and 
send an inspector out, and so on down the line. 

Mr. Dinxtns. Wasn't there some connection between these inspec- 
tions and when you were paid on the job? I mean, didn’t you have 
draws after certain inspections, or how did that work 4 

Mr. Fisuer. We had draws, but they are not primarily tied to in- 
spections. 

Mr. Dinkins. They are not? 

Mr. Fisuer. No, sir. 

Mr. Dinkins. Did you have any HHFA inspections? 

Senator Bennerr. They wouldn't have any? 

Mr. Fisner. No, sir; we didn’t have any. 

Mr. Dinkins. Well now, Mr. Fisher, how about inspections from 
the town of Lawrence? I understand they had engineering men and 
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electrical men and plumbing men. Did they come out and inspect 
these projects from time to time? 

Mr. Fisuer. Yes, sir; that is right. 

Mr. Dinkins. How often did these people from the town of Law- 
rence come out for the inspections ? 

Mr. Fisuer. Well, now, on the electrical inspections, again we 
would complete work to a stage, then we would have to request the in- 
spection. 

When that was received, we would proceed to the next stage. On 
plumbing, that plumbing inspector kind of roamed around the job, 
and I would say that he spent, oh, maybe a couple of days a week out 
there to the best of my recollection. 

He would come out at unannounced times, walk around the job, and 
look at plumbing in various stages. And on the building inspect the 
same. 

We didn’t ask for inspections, and we were not informed as to when 
the building inspector would be there. He just made his—— 

Senator Bennerr. Were there any fundamental change order re- 
quests on this job? 

Mr. Fisner. No, sir. 

Senator Bennetr. Were there any / 

Mr. Fisner. Yes, sir. 

We requested minor changes in construction as we proceeded, 
which is not unusual at all. These changes were approved by FHA 
and VA. 

Senator Bennerr. None of them were fundamental. 

You didn’t change the roof construction; you didn’t change the 
wall construction ? 

Mr. Fisner. We made a minor change in the roof backing. We 
made a minor change in the footing construction, none of them being 
major or fundamental changes. 

Senator Bennerr. Did they tend to increase the cost or decrease 
the cost of the job? 

Mr. Fisuer. I would say that the changes as a whole about bal- 
anced off. Most of the changes were made because of a change in 
design which was equal to or better than the previous design which 
we felt to be better. 

Senator Bennerr. How many fundamental designs did you have 
in the 332 houses ¢ 

Mr. Fisuer. We had 2-floor plans and 12 elevations, and then we 
had numerous variations of the elevations. 

Senator Bennerr. Do you have any more? 

Mr. Dinxrns. Was this Harris Park project, was that the only 
FHA project that you had in Lawrence? 

Mr. Fisuer. Yes, sir: the only one in Lawrence that I had. 

Mr. Dinxrns. Do you know Mr. William J. McGhee? 

Mr. Fisuer. Yes; I do. 

Mr. Dinxins. Did he make any complaints to you about the houses 
that you were constructing as to whether or not they were being 
properly built and properly inspected, and that sort of thing? 

Mr. Fisner. I would say that about a year ago Mr. McGhee made 
a complaint to me about a footing that I had poured. 

Mr. Dryxins. What happened about that ¢ 
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Mr. Fister. The FHA made an inspection and found that I was— 
the FHA report to me was this: The footing was fine, that the footing 
would never be moved or questioned in any way whatsoever, but 
under the circumstances, they asked me to underpin it because of 
the conversation they had had with Mr. McGhee about it. 

I said that being the case, there is another one here right beside, 
I will underpin it too. I underpinned two footings. However, it 
was the opinion of the chief architect of the FHA that the footing 
was perfectly all right as it was. 

Mr. Dinkins. In other words, you just did it to pacify Mr. McGhee? 

Mr. Fisuer. I would say that I did it not to pacify Mr. McGhee, 
because I didn’t want the chief architect of the FHA to be under 
criticism for anything that I had done that could possibly cause him 
any embarrassment. 

Mr. Dinxins. Mr. Fisher, how many of these homes have been sold 
to date! 

Mr. Fisher. We have sold all of them. 

Mr. Dinkins. Have you had a considerable amount of complaints 
from the buyers ? 

Mr. Fisuer. On the contrary. The buyers, after a newspaper article 
that appeared Friday in the Indianapolis papers, two of them came 
into my office Saturday morning and said they thought it was a very 
unjust article, and that the Vv would be glad to do anything they could. 

They would like to go around and contact some of the other people 
in the subdivision and get their reaction, because they knew the people 
didn’t feel that way about the houses. 

They did. This one fellow did, a Mr. Mullis, take a letter around 
and of 102 people contacted, 100 of them signed this letter which I 
have here, in which they state they are very well satisfied, and that 
their complaints are being corrected as rapidly as they feel—as rapidly 
as we can, you know what I mean. 

Mr. Dinkins. I am not familiar with the article you speak of in the 
Indianapolis Times. What did that article say ¢ 

Mr. Fisner. This article criticized us for some misplaced gas mains 
in the subdivision, and some fireplugs, some watermeter crocks, and 
generally said we were guilty of shoddy construction. 

Mr. Dinxrns. Was that some article that appeared last week, did 
you say ¢ 

Mr. Fisuer. Yes, sir, that appeared either Thursday or Friday. In 
response to this article, these people came to us and signed—and then 
this fellow took this letter around, and it was signed by 100 families, 
and we only have a few over 100 living in the subdivision at this time. 

Mr. Dinkins. Do you have a copy of that article with you? 

Mr. Fisuer. Not the article, I have a letter, but not the article. 

Mr. Dinkins. May we see the letter then ¢ 

Mr. Fisner. Yes. 

Mr. Dryxrins. Was that article appearing in the newspaper, was 
that signed by someone ¢ 

Mr. Fisuer. No, sir. 

It quoted Mr. McGhee quite frequently throughout the article. 

Senator Bennerr. Did yeur office type this letter ? 

Mr. Fisner. That letter was typed by my oflice, that is right. 

Senator Bennerr. Here is a piece of your own letterhead, your own 
stationery. 
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Mr. Fisner. Yes; the man asked me for paper on which to get these 
signatures. 

Mr. Dinkins. Was this statement inspired by you or someone else ? 

Mr. Fisuer. The man came in and said he would like to go around 
and talk to these people. 

Mr. Dinkins. What was his name? 

Mr. Fisuer. Mr. Mullis, the first man on the list. I said, “I don’t 
know exactly what they would say.” He said, “Well, [ will write it 
out, and you have your girl type it up, and I will take it around,” 
whic th he did. 

Mr. Dinkins. Would you mind leaving this statement with us? 

Mr. Fisuer. I would be glad to. 

Senator Bennerr. Do you have anything that you can volunteer 
that will be of help to us in our problem ? 

Mr. Fisuer. In what way, sir? 

Senator Bennerr. Well, you know what our problem is: Mr. Me- 
(thee has charged, among other things, that the housing built under 
FHA direction in Lawrence, including your project, is shoddy, and 
all workmanship is of poor quality. 

Mr. Fisner. I have a letter in my files signed by the building 
inspector of the town of Lawrence, which might be of interest to you. 

Mr. Dinkins. If you leave that with us, it might be helpful. 

Mr. Fisiuer. Here is a letter on my foundations, for one thing. 

Senator Bennetrr. Do you know anything about the citizens com- 
mittee of the town of Lawrence ? 

Mr. Fisuer. I have encountered them at various town board meet- 
ings, that I have attended, but as far as—and it seems the membership 
changes from time to time. I mean, I don’t know too much about it, 
except thatI have heard them at town board meetings. 

Senator Bennerr. You don’t encounter them outside of the town 
board meetings ¢ 

Mr. Fisuer. No, sir, frankly, I don’t. 

I haven't had any contact with any of them outside of the meetings. 

Senator Bennerr. Mr. McGhee. he has been on your job, has he? 

Mr. Fisner. Yes; I am sure he has been on my job. 

Senator Bennerr. Other members of the citizen’s committee—do 
you know whether any other members of the citizens committee who 
have identified themselves as such have been on your job? 

Mr. Fisnuer. I have never seen another member of the citizens com- 
mittee on my job. There could have been some out there, but I would 
not recognize them as members. 

Senator Bennett. You don’t know know whether you have any 
members of the citizens committee among the people that live in the 
project ? 

Mr. Fister. I doubt that very seriously. 

Senator eee tr. That is all I have. 

Mr. Drnxrns. I just want to ask one question. 

Mr. Fisuer. Yes, sir. 

Mr. Drnxrns. In your opinion, how do the vast majority of the 
citizens of Lawrence feel about this Government housing program 
and the waterworks program? Do you think the vast majority of the 
citizens are for it or against it ? 

Mr. Fisuer. I think the vast majority of the citizens are for it. 
It is self-evident to me that the town needs a sewer and water program, 
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and the State board of health put them on notice as to their sewage sit- 
uation some time ago. They definitely needed it, and they had the 
opportunity to get Federal assistance, and I think the vast majority 
of the people are in f: ior of it. 

Senator Bennerr. Thank you very much. 

Mr. Fisuer. Yes. 

Senator Bennerr. We are going to meet tomorrow. 

This is a closed hearing, or an executive hearing. 

We are going to meet tomorrow in public hearing, and we will call 
you to summarize from what you have told us. We will summarize 
your testimony, and ask you a few questions that will reestablish it on 
the basis of the public record. iets 

Mr. Fisner. Yes, sir. 

Senator Bennerr. That meeting will be in the Senate District Com- 
mittee room, which is on the Senate floor. That is, it 1s on the floor 
known as the Senate floor, in the Senate wing of the Capitol. 

We are meeting at 10 o’clock in the morning. I don’t think we will 
get to vou until after lunch, but if you would like to sit in¢ 

Mr. Fisner. I would. 

Senator Bennerr. To hear the earlier testimony, be there at 10, or 
a little earlier to have a seat. 

Mr. Fisurr. Yes, sir: I will. 

Senator Bennerr. All right, Mr. Fisher. Thank you very much. 

Mr. Fisuer. You are welcome. 

Senator Bennerr. Mr. Bauer, will you rise and be sworn, please? 
Do you swear that the testimony you are about to give in this mvesti- 
gation is the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF JOHN E. BAUER, INDIANAPOLIS, IND. 


Mr. Bauer. I do. 

Senator Bennerr. You may sit and be comfortable, and will you 
begin by giving the reporter your name, your home address, and 
your business ¢ 

Mr. Bauer. John E. Bauer, 6101 North Olney, Indianapolis, Ind. 
I am in the construction business. In land I am a developer. 

Senator Bennerr. Mr. Bauer, which one of the developments in 
Lawrence did you build ? 

Mr. Bauer. Brookhaven. 

Senator Bennetr. Is that completed ? 

Mr. Bauer. No, sir, it isn’t. 

Senator Bennetr. How big will it be, and how much of it is eom- 
pleted ¢ 

Mr. Bauer. It is 423 lots; 1 lot will be occupied by the list station 
for Lawrence. We expect to develop 42%. At the present time there 
are 226 lots subdivided, and we just recorded the plat for the balance 
of the addition. Right now I would say we have construction in some 
form or another on 226 lots. 

Senator Bennerr. Are any of the houses finished ? 

Mr. Bauer. Yes, sir. 

Senator Bennerr. Occupied ? 

Mr. Bauer. Yes, sir. 

Senator Bennetr. Approximately how many? 
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Mr. Bauer. I would say about 100, occupied. 

Senator Bennerr. About what? 

Mr. Baver. About 100. 

Senator Bennetr. About 100? 

Mr. Bauer. Yes. 

Senator Bennerr. When did you start your development ? 

Mr. Bauer. Early; a year ago this last spring, I would say, in 
February or March 1953. 

Senator Bennerr. Do you have any questions? 

Mr. Dinxrns. I have just a few. Are they mostly two-bedroom 
houses # 

Mr. Bauer. No, sir; they are all 3-bedroom, one-half bath. 

Senator Bennett. Mr. Bauer, are you an independent contractor ? 

Mr. Bauer. Yes, sir. 

Senator Bennett. You don’t have relations with any other? 

Mr. Bauer. No,sir. It isa corporation, but my wife and I, and the 
son-in-law are the entire corporation. 

Senator Bennett. I have a long-distance call. 

Mr. Dinxrns. This is the only FHA project you have at Lawrence ? 

Mr. Baver. This is the only FHA project we have at Lawrence; 
yes, sir. 

Mr. Dinxrys. Mr. Bauer, by whom are these houses now being 
inspected ? 

Mr. Baver. Who is inspecting them? 

Mr. Dinxrns. Yes. That is what I have in mind particularly. Will 
you describe the inspection procedure so far as FHA and the town of 
Lawrence is concerned ¢ 

Mr. Baver. Well, regular FHA inspections, which call for 3 inspec- 
tions, 1 when your slab is ready to pour, or poured, 1, which is a second 
inspection, which is before the house is plastered. While we operate 
under a prefab license, we can get our second and third inspection at 
the same time, but we have to finish a certification for it. 

Mr. Dinxrns. Are all these prefab houses ? 

Mr. Bauer. We have our own prefab license, which is a license 
issued to the Homosote Co. We build them all ourselves. 

Mr. Dinxrns. What are the sales prices on these houses ? 

Mr. Bauer. They run from $10,995 to about $12,500. 

Mr. Dryxrns. How about the town of Lawrence? Do they send 
inspectors out ? 

Mr. Bauer. They have 3 or 4 inspectors. 

Mr. Dinxins. Will you go ahead and describe what they do, for us? 

Mr. Bauer. Well, they have a building inspector, who is a man by 
the name of Hayes. They have an electrical inspector, who is a man by 
the name of Bragdon. They have a plumbing inspector by the name 
of Barco, I think is his name. And then they have what they call an 
outside inspector who inspects it after the house is completed. I don’t 
know what his job is, but that isC.C. McCoy. I think all the inspectors 
are very thorough with their inspection. I see Mr. Hayes over there 
every few days. Bud Bragdon puts a tag on all the houses, both for a 
rough inspection and final inspection, 

Mr. Dixxrns. Does the permanent inspector inspect both water and 
sewage / 

Mr. Bauer. As far as the actual house is concerned, yes. I don’t 
think he makes any inspections in the streets or anything else. 
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Mr. Dinxkuys. Mr. Bauer, have you had any complaints as to these 
100 houses that have been sold, by the new owners—any complaints 
to speak of ? 

Mr. Bauer. No. 

Mr. Dinxrns. Nothing serious ? 

Mr. Baurr. No. 

Mr. Dinkins. Do you know Mr. William J. McGhee? 

Mr. Bauer. I certainly do, and I wish I didn’t. 

Mr. Dinxuys. Has he made any complaints to you about the con- 
struction of these houses that you are now putting up? 

Mr. Bauer. No specific complaints, direct to me. 

Mr. Dinxrns. You are familiar, no doubt, Mr. Bauer, with this 
controversy which has gone on for some time in the town of Lawrence, 
as to whether the town should accept this Federal loan. and grant, 
or whether they should make a separate contract with the Indianapolis 
Water Co. 

Have you personally participated in that controversy in any way ? 

Mr. Baver. The only time I participated in that controversy was 
one time that I went down to the Indianapolis Water Co. with Garth 
Palmer and Walter Barber and saw Gene Balldock regarding the 
water out of Lawrence. 

Mr. Dinxrns. Were Mr. Anton Fraps and Mr. Victor Jose also 
present at this conference you speak of ? 

Mr. Bauer. No, sir. 

Mr. Dinxrs. Will you go ahead and tell us what happened at this 
meeting ? 

Mr. Baver. Well, that was just about all. It was shortly after 
McGhee had brought his first suit on the sewer along early last fall, 
and we held a meeting of the contractors and some of the board 
members, over at our construction office, and at that meeting we 
agreed the three of us would do down the next day, which was 
Monday—I can’t tell you the date of it, I don’t remember. 

Mr. Dinxrys. Was that probably somewhere around December 
1953 ¢ 

Mr. Bauer. I believe it was earlier than that. 

Mr. Dinkins. Earlier than that? 

Mr. Bauer. That is right. We met, and I would say we had about 
an hour’s talk with Mr. Balldock at the water company. That was 
Garth Palmer, Walter Barber, and myself. 

Mr. Dinkins. What was the outcome of that meeting ¢ 

Mr. Bauer. They were going to provide figures to the town of 
Lawrence on what they would charge them to supply water to the 
town. Mr. Balldock, at that time, said the water company was not 
overly anxious to supply water, that they were in the business, in 
that busines, so therefore, they would give figures on it. I never saw 
the figures. I don’t know whether they did or whether they didn’t. 

Senator Bennetr. But you did get the impression they were not 
particularly interested ? 

Mr. Bauer. Yes, sir, I did. 

Mr. Dinkins. Well now, Mr. Bauer, did these suits that were filed 
by Mr. McGhee, did they have any serious interference with your 
construction ? 

Mr. Bauer. They certainly did; yes, sir. 

Mr. Drvxxys. Will you explain how that came about? 
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Mr. Bauer. Well, last year we had intended to complete 90 houses 
and get, I would say, in the neighborhood of 50 more under con- 
struction before the end of the year. As it ended up, we moved people 
into 24 houses before the end of the year, on a temporary sewer ar- 
rangement, which we had checked by our chemist at considerable 
expense to us to see we weren't polluting any streams, and this we 
check first every 2 weeks, and then later every 30 days. 

I would say that McGhee cost us in the neighborhood of $50,000 in 
out-of-poc ‘ket expenses last year. We had an agreement ‘with the 
Prudential Life Insurance Co. where they would pay us 1 point on all 
of our FHA mortgages closed before January 3. We only closed 
25, and they washed that out, so there were at least 50 or 60 other 
houses at a roughly $10,000 mortgage where we would have collected 
1 point from the insurance company. 

Senator Bennett. Yes, that was the premium. 

Mr. Baver. That wouldn’t have cost the person buying the house 
a penny. We lost any number of sales. Our advertising money that 
we spent last year was a complete loss, because we couldn't deliver any 
houses. 

Senator Bennerr. Do you know what motivated Mr. McGhee in his 
attacks on this proposition ¢ 

Mr. Bauer. No, sir; I do not. I can’t imagine what could have 
motivated him. 

Mr. Dinkins. Now, Mr. Bauer, have you anything else? 

Senator Bennett. May I ask one more question ? 

Mr. Dryxins. Yes, sir. 

Senator Bennetr. Was there any evidence in Lawrence that Mr. 
McGhee had considerable, or any substantial amount of money to 
spend on this program of construction ¢ 

Mr. Baver. He sure spent a lot of money somewhere. He didn’t 
earn very much. He is a photographer by trade, and a very good 
one. I will say that for the man. I don’t think he was doing much 
photography. 

Senator Bennerr. How did he spend money around Lawrence? 

Mr. Baver. Mostly on just running around and getting informa- 
tion, and meddling into everybody else’s business. 

Senator Bennerr. Did he buy any advertising? Was there any ad- 
vertising in opposition in the local papers? Is there a paper in 
Lawrence ¢ 

Mr. Bauer. Yes, sir, there is, the Lawrence Journal. I couldn't 
answer that question, sir. 

Senator Bennerr. Have you built other FHA projects? 

Mr. Bauer. Yes, sir. 

Senator Bennerr. All in and and around Indianapolis? 

Mr. Bauer. Yes, sir. 

Senator Bennerr. Did you ask Mr. Bauer whether he had had any 
trouble with the inspectors ? 

Mr. Dinkins. Off the record. 

( Discussion off the record.) 

Mr. Dinkrns. On the record. 

Senator Bennetr. Were vou required to make any changes during 
construction as a result of FHA inspectors on footage ? 

Mr. Bauer. No, sir. 


Senator Bennerr. On anything else? 
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Mr. Bauer. No, sir. We did make one change. That is what I 
thought you were referring to. When we saw the winter was going to 
catch us, we had planed to use concrete streets, which were approved 
by FHA, 27 feet from back of curb to back of curb. We changed those 
to 30 feet with a 2-inch asphaltic sealer, so we could put stone down 
durmg the winter to make it passable for the people that had moved 
in, and make it passable for people to move in. 

In doing that it was necessary for us to escrow one-half times what 
it would have cost us to put on our pavement if we got to it. Because 
of all these delays, it was necessary 
leave it until in the spring. 

Senator Bennerr. Did you make any number of change-order 
requests of FHA during the construction, or did you build the houses 
approximately as planned ¢ 

Mr. Baver. I would say we made very few, and I can’t think of 
any other than the street change that we requested from FHA. That 
was done with the knowledge of the town of Lawrence, and a know! 
edge of FHA and notification of every person moving in who we had 
a proposition from by registered mail. They were given a chance to 
object to it. 

Senator Bennerr. Did Mr. MeGhee come onto your job at all? 

Mr. Bauer. Frequently. And finally it got to the point where I 
ordered him off the job, and told him to stay off of everything that 
wasn’t a dedicated thoroughfare. I couldn't keep him off the streets, 
but I could sure keep him off my property. 

Senator Bennerr. What was he doing when 
property ¢ 

Mr. Bauer. Taking pictures, talking around, meddling with the 
workmen, making a nuisance of himself. 

Senator Bennerr. Was he attempting to prove anything ! 

Mr. Bauer. I suppose so. 

Mr. Dinkins. Do you understand he visited you in 
capacity, or just as a citizen ? 

Mr. Baver. Yes, the reason I couldn’t order him off of some of the 
property was because he was a member of the Planning and Zoning 
Board of the Town of Lawrence at that time, and I assumed that he 
had the authority to go in there. But where we had no construction, 
he very definitely did not have any authority, and IT told him in plain 
words to stay away, and stay off our property. It was posted with 
no trespassing signs, and IT didn’t want to catch him on it. 

Senator Bennerr. Did he make any representations to you that 
your building was improperly done, or that you were violating any 

regulations or skimping on any specifications ? 

Mr. Bauer. He made so many statements I couldn’t remember. 

Mr. Dinkins. Do you know what the powers and duties of the 
planning and zoning board of Lawrence is supposed to be, briefly ? 

Mr. Bauer. No, sir; I do not. 

Mr. Dinxrns. Is it a fair statement for me to say by Mr. McGhee 
filing these suits that he perhaps delayed your construction approxi 
mately 90 days? Isthat an accurate statement or not? 

Mr. Bauer. I would say 6 months. 

Mr. Dinkins. Six months. 

Mr. Bauer. Ninety days is very conservative. 
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Mr. Dinxrns. Mr. Bauer, have you ever seen the offices that Mr. 
McGhee occupies in his business as a photographer ? 

Mr. Bauer. Yes, sir; I have. I was there one time. 

Mr. Dinxrns. Have you ever seen the home in which Mr. McGhee 
lives? 

Mr. Bauer. I have never been in his home. His offices are in his 
home. 

Mr. Drnxrns. His offices are in his home? 

Mr. Baver. That is right. 

Mr. Dinxiys. Do you know what size family Mr. McGhee has? 

Mr. Baver. No, sir, I don’t. I understand he has some children, but 
how many, I don’t know. 

Mr. Dinxins. What I am getting at, do you get the impression, 
when you see his business and see his ‘home, and know something about 
his f: unily, that he is a wealthy man, or a man of large inc ome? 

Mr. Bauer. No, sir. 

Mr. Drinks. I think that is all. 

Senator Bennetr. You have no knowledge as to where the money 
came from. I already asked that. 

Mr. Bauer. No, sir. 

Senator Bennetr. That he spent? 

Mr. Baver. No, sir; no knowledge. 

Senator Bennetr. O. K. Thank you. Tomorrow we are going to 
hold open hearings, which means the public will be present. Mr. 
McGhee will be our first witness at 10 o’clock in the District of Colum- 
bia Committee room, which is in the Capitol Building, just off the floor 
of the Senate. Any of the guards over there can tell you how to get 
there. We would like to have you available to repeat. We will boil 
this down to a comparatively few questions we would like to ask you 
and put in the record in public hearing. I’m sure we will be through— 
I can’t be sure we will be through | 'V this time, but we will try. 

Mr. Baver. I have a 7 o’clock plane reservation. 

Senator Bennett. I am sure we will be through in time for you to 

get your 7 o'clock pl: ine. We will appreciate your coming there. 

Mr. Baver. Thank you, sir. 

Senator Bennett. I believe you will probably want to come to 
attend the hearing? 

Mr. Bauer. I will. 

Senator BenNeEtr. Come early, so you an get a front seat. 

Mr. Baver. I will. 

Senator Bennett. Mr. Fraps, will you be sworn? 

Do you sole mnly swear the tes timony you are about to give in this 
investigation is the truth, the whole truth, and nothing but the truth, 
sO help. you God ? 


TESTIMONY OF A. W. FRAPS, MANAGER, INDIANAPOLIS OFFICE, 
BOYD PHELPS, INC. 


Mr. Fraps. I do. 

Senator Bennett. Will you give the reporter your name, home ad- 
dress, and your buisness connections ? 

Mr. Fraps. A. W. Fraps, 7928 Meadowbrook Drive, Indianapolis. 
I am manager of the Indianapolis office of the Boyd Phelps, Inc. 

Senator Bennett. Boyd Phelps, Inc., is what? 
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Mr. Fraps. We are engineers on the sewer and water project for the 
town of Lawrence. 

Senator Bennett. Your general business is engineering ¢ 

Mr. Fraps. Our general business is municipal engineering. 

Senator Bennerr. Municipal engineering ? 

Mr. Fraps. Yes, sir. 

Senator Bennett. Mr. Fraps, did you survey the water problem at 
the town of Lawrence before any program was developed ? 

Mr. Fraps. No, sir. I came with Boyd Phelps Co, September 1, 
1953. Mr. Hager was in charge of the office at the time the initial 
surveys were made. He left about Febr uary of 1953, and the office 
was handled by our chief engineer out of our home office in Michigan 
City until I came in Se ptember. 

Senator BENNETT At what stage was the water and sewer—were 
the water and sewer proje ts of the town of Lawrence when you came ? 

Mr. Fraps. They were being constructed at that time, the contracts 
had been awarded, and work was going on. 

Senator Bennetr. You had nothing to do then with the preliminary 
engineering which determined the feasibility or estimated the cost of 
these projects ¢ 

Mr. Fraps. No, sir. 

Senator Bennett. For the record, is it Dodge-Phelps? 

Mr. Fraps. Boyd E. Phelps. 

Senator Bennerr. That is one man’s name? 

Mr. Fraps. Yes, sir. 

Senator Bennett. Boyd E. Phelps Co. ? 

Mr. Fraps. Incorporated. 

Senator Bennerr. Handled the job from the beginning for the 
town of Lawrence ? 

Mr. Fraps. Yes, sir. 

Senator Bennerr. I have asked the status, and you reported the 
job was under construction. While you were serving the town of 
Lawrence, were these suits of Mr. McGhee’s instituted 2 

Mr. Fraps. Yes; during the timeI was there. 

Senator Bennerr. What was the basis of the suits? What reason 
did they give, or what was the purpose of his interruption by suit? 

Mr. Fraps. Sir, that would be largely a matter of opinion. I 
would be glad to give you my opinion. I read the suit that stopped 
the work during the winter, and it appeared that the main object 
of the suit was to prevent the town from accepting Federal grant 
money. 

Senator Bennerr. There was no indication in the—I’m not a law- 
yer, what would we say, the pleadings in the suit ? 

Mr. Dinkins. Yes. 

Senator Bennett, That indicated any opinion that the engineering 
work was wrong or improper, or that the project from an engineering 
point of view was not feasible or had other defects ? 

Mr. Fraps. I don’t recall anything in the suit that related to the 
engineering of the job. There may have been, but I don’t recall it. 

Senator Bennett. In the discussion in the town, was there any in- 
dication that Mr. McGhee or anybody else felt that the engineering 
phase of the work was not sound ? 

Mr. Frars. Yes; there were various things that would indicate that 
McGhee picked on that part of the project, too. 





276 COMMUNITY FACILITIES—-LAWRENCE, IND. 


Senator Bennerr. Can you remember any specifically / 

Mr. Frars. Yes. McGhee contacted the Soc iety of P rofessional En- 
gineers at one time. 

Senator Bennerr. Are you a member of that society / 

Mr. Fraps. No, sir. 

Mr. Dinkens. Was the answer yes / 

Senator Bennerr. No. 

Mr. Dinkens. No. 

Senator Bennerr. What representation did he make to them ¢ 

Mr. Fraps. He wanted an investigation made of the company. 

Senator Bennerr. Of your company / 4 

Mr. Fraps. Of our company, Boyd-Phelps Co. 

Senator Bennerr. This job, or of everything your company did ? 

Mr. Fraps. The report that I read indicated an investigation of the 
company; in view of McGhee’s position, it was primarily in connec- 
tion with the Lawrence job. 

Senator Bennetr. Do you have any written documents with respect 
to that request with you / 

Mr. Fraps. Not with me. I have a copy of a small publication that 
came out. I would be glad to send it to the committee, but I don’t 
have it with me. 

Senator Bennerr. Is there any chance that by long-distance tele- 
phone } you could get it in the mail tonight so we coul | have it tomor- 
row? 

Mr. Fraps. Yes, sir, I think so. (See p. 32.) 

Senator Bennerr. because we are going to hold these public hear- 
ings tomorrow. This is a new angle that we hadn’t come across be- 
fore. Do you know of any other actions he took against the engineer- 
ing phases of the program ¢ 

Mr. Fraps. Yes. 

Mr. McGhee accused the engineers of improper coverage on water 
pipes. I believe he confused the issues somewhat, and got out of our 
jurisdiction, but there were some accusations to that effect that were 
reported to me through the Public Service Commission. I beg your 
pardon, I believe that was reported through the State Board of Health. 

Senator Bennetr. Then he compl: 1ined to the State Board of 
Health, he complained to the Society of Professional Engineers, and 
the State Board of Health Department ¢ ‘ 

Mr. Fraps. That is right. 

Senator Bennett. Did he complain to anybody else that you know 
of? , 

Mr. Fraps. He has complained to about everyone he could. He has 
registered complaints with the Indiana Rating Bureau, which is an in- 
surance rating bureau. I have no record of that whatsoever. 

Senator Bennett. I would be interested in that, what insurance 
phases are there, except the insurance during construction / 

Mr. Fraps. This isa bureau that rates a town for fire insurance. 

Senator Bennerr. Oh. I see. 

Mr. Fraps. In accordance with the facilities that are installed 
that town, water—— 

Senator Bennett. I’m with you now. I can follow you. The com- 
plaint obviously must have been on the ground that the water system 
was inadequate to provide fire protection / 
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Mr. Fraps. Yes. As I say, I had very little information on that. 
[ had just the indication it was done through the personnel of that 
organization. 

Senator Bennetr. Do you know of any other / 

Mr. Fraps. I am sure there are a lot of others. 

Senator Bennerr. We know he complained to us, and to FHA, and 
we know something about the complaints to the various agencies of 
the Government, but we are interested in these others. As a result of 
any of those complaints, were there any substantial changes or any 
changes at all in your engineering program ? 

Mr. Fraps. No changes at all. 

Senator Bennerr. No changes / 

Mr. Fravs. I might add one other comple int, since you are looki Ing 
for complaints in general: he advertised rather profusely there would 
be no water—absolutely no water available in a particular well we were 
drilling. He told various people of that in the town, with quite a bit 
of authority. 

Senator Bennetr. Did he advertise that, as you say, by word of 
mouth 4 

Mr. Fraps. That is all I know. It came back to me from various 
sources that a number of people had been told that the money was 
being thrown away on a hole that could not possibly develop water. 

Senator Bennerr. Was that the first one or the second one ? 

Mr. Fraps. That wasthe second one. 

Senator Bennerr. Too bad he didn’t say that about the first one ? 

Mr. Fraps. He didn’t, to my knowledge. 

Senator Bennerr. Because apparently there was no water in the 
first one. 

Mr. Fraps. That is correct. 

Senator Bennerr. Do you know anything about the water level, 
water table in that area / 

Mr. Fraps. The water table in Lawrence? 

Senator Bennetr. Yes. 

Mr. Fraps. There are several water tables. There is a small amount 
of water available above stone. At stone there is limestone. There are 
cases Where you can get sufficient water above limestone for a domestic 
supply. That will vary considerably with the location in the town. 
The water level of water in any quantity is obtained in the stone from 
crevice in the stone that was probably caused by glaciers, and so on. 

That water table is about 130 feet—let’s say 120 to 130, depending 
on the elevation of the town. 

Senator Bennetr. Has there been any substantial change in the 
height or depth I’m not an engineer, so I don’t know the proper word 
to use—is the water table going down, that lower basic water table, is 
that receding rapidly ¢ 

Mr. Fraps. Tomy knowledge it hasn’t changed. 

Senator Bennetr. In how long? 

Mr. Fraps. I have been there only a short time, but we have logs 
that go back to 1937, which would indicate no change since that date 
no appreciable change since that date. 

Senator Bennetr. I think that is quite important, because one of 
the charges made is while they have wells now, they won’t sustain the 
town for any considerable period into the future. Do you think that 
is right, or you you think these water sources are safe into the indefinite 
future? 
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Mr. Frars. I think the water sources are a source of supply without 
appreciable change for an indefinite period of time. 

Senator Bennett. Is this the same kind of a source on which other 
communities draw, and on which the Indianapolis Water Co. draws 

Mr. Fraps. You have two questions there, sir. 

Senator Bennerr. All right. 

Mr. Fraps. One of them is “Yes.” The answer to the first question 
is “Yes.” There are a number of communities in Indiana that rely 
on water from the limestone strata for domestic water supply, und 
have for years. We have in the last few months drilled such wells in 
other towns to augment their supply. 

Senator Bennett. Do you find water at approximately the same 
level in the limestone ¢ 

Mr. Fraps. Approximately the same. That is a much more reli- 
able supply than levels above. The answer to your second question, 
that could be answered better by other people. 

Senator Bennerr. It isn’t too important. The answer to the first 
one I think is the basic answer I wanted. 

Mr. Fraps. Yes. Indianapolis does get a sizeable amount of their 
supply from surface water, dams, and that sort of thing. It is aug- 
mented by wells. I believe they are gravel wells in a creekbed, how- 
ever, but that is a guess. 

Senator Bennerr. Do you have any questions ? 

Mr. Dinkins. I have a few; is there any doubt in your mind, Mr. 
Fraps, about there being enough water available in and around Law- 
rence to take care of the city of Lawrence and these various Govern- 
ment projects ? 

Mr. Fraps. At the present time there is no doubt in my mind. I 
would like to qualify that to this extent: we don’t know what a water 
source is going to supply until it is proven. We have drilled an 8-inch 
test well at one location, the second well that was drilled. We have 
pumped that well to as high as 480 gallons a minute, with a 4-foot 
drawdown. We feel that from that we can get on the order of 325 
gallons per minute. It is pure conjecture from that point. You 

can’t prove that until it is actually tested. We feel quite safe in an 
ana ite supply for the town of Lawrence. 

Senator Bennerr. Do you live in Lawrence? 

Mr. Fraps. No, sir; I live outside the city limits of Indianapolis. 

Senator Bennerr. The testimony by another witness earlier today 
indicated there is little chance that Lawrence can grow substantially, 
that there is no available land, or very little available land inside the 
corporate limits on which more houses can be built. Is that about 

right ? 

What I’m getting at is, isn’t the present demand for water likely 
to approximate the demand for the foreseeable future, unless there 
should be a big new industry come in, or something of that kind ? 

Mr. Fraps. May I ask a question back to you ? 

Senator Bennett. All right. 

Mr. Fraps. Did you ask, if there are now enough pe ople in Lawrence 
to use the water supply ? 

Senator Brennerr. No, I was going the other way around. I 
realize it probably is not a fair question for you, but I got the im- 
pression from an earlier witness that the area of Lawrence was for 
all practical purposes full, that there were no big blank areas left on 


4 
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which new housing developments could be built, so we couldn’t expect 
the population of Lawrence to increase substantially, and on that 
basis, isn’t the present water supply adequate for the foreseeable fu- 
ture¢ Am I wrong in that? 

Mr. Fraps. That is a difficult question. Actually, within the town 
limits, the present town limits of Lawrence, I would say that quite a 
few additional homes could be put in. There is one subdivision that 
has been taken in that was platted, though not recorded, for 323 homes. 
There has been one house built on that subdivision. There are 209 
homes to be built, or planned to be built, in addition to the program 
supported by the Government in one of the other additions. 

Senator Bennerr. Weren’t those plats taken into consideration 
when this present water system was planned ¢ 

Mr. Fraps. Yes. ‘Those two were. 

Senator BENNETr. So we can assume—— 

Mr. Fraps. On that basis, within the corporate limits of the town, 
the only expansion could be on vacant lots in the old town. That has 
been estimated at about 500 to 600. 

Senator Bennerr. | have never been in Lawrence. Is it surrounded 
by open farmland ¢ 

Mr. Fraps. In general; yes. 

Senator Bennerr. So that the corporate limits could be pushed 
back ? 

Mr. Fraps. It is limited on the west by the planning commission, 
which apparently is reserving it for the city of Indianapolis. That is 
the idea I get. At least it is limited in that direction. In the other 
direction there is room for growth; yes, sir. 

Senator Bennerr. Pretty well open? 

Mr. Fraps. Pretty well open. Farmland, primarily. 

Senator Bennerr. Do you think if occasion required, Lawrence 
could get additional water supplies from that limestone source, and 
take care of additional need if it decided to expand in these other 
directions ¢ 

Mr. Fraps. Probably, yes. On the other hand, there is a creek 
about a mile and a half north of the limits of Lawrence, at which there 
appears to be all the water that is necessary. 

Senator Bennerr. That water is not now claimed by any other 
municipality ? 

Mr. Fraps. The surface water is being used by the city of Indian- 
apolis. To my knowledge they couldn’t prevent the town from put- 
ting in gravel wells in the area of the creek which, from experience, 
indicates there would be all the water they would need. 

Senator Bennerr. That would be a little more expensive to develop 
however, than a well inside the city ? 

Mr. Frars. That would be a little more expensive; yes. 

Senator Bennerr. Do you have any questions ? 

Mr. Drivxrns. Just a couple more. Mr. Fraps, is the present water 
supply in Lawrence presently adequate ? 

Senator Bennett. For the preesnt population ? 

Mr. Fraps. No, sir, not as installed at the present time, it is not 
adequate. As planned under the program, it will be adequate. 

Senator Bennerr. What you are saying to us is when this pro- 
gram which is being financed partly by grants and partly by loans 
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from the Government, plus local money, when that program has been 
finished it will be adequate / 

Mr. Fraps. Yes. I would like to qualify that to this extent: it is 
more than adequate for domestic needs. It will have considerable fire 
protection, so far as quantity of water is concerned. There is no 
water system that cannot be improved upon. That is, we could make 
it better than it is, but the money isn’t available. 

Mr. Dinkins. When is this federally sponsored program supposed 
to be completed ? 

_Mr. Fraps. It was supposed to have been completed before now. The 
time limit on the contracts was 200 days. That time is up, but due to 
the delays the time is being extended. 

Senator Bennerr. Which is due to the injunctions that arose out 
of the suits? 

Mr. Fraps. Yes. 

Mr. Dinkins. When does it look now like it will be completed ? 

Mr. Fraps. The water program / 

Mr. Dinkins. Yes. 

Mr. Fraps. I would say within 90 days. 

Senator Bennett. Is the town planning any studies looking toward 
any additional water development now they already have in contem- 
plation, a program of water development beyond this present one / 

Mr. Fraps. To my knowledge, no. 

Mr. Dinkins. Mr. Fraps, you said something about the present 
water suply in Lawrence being sufficient for normal home usage. Are 
there many industries around Lawrence that draw from the town’s 
water supply ¢ 

Mr. Fraps. No, very little industry. 

Senator Bennerr. Is Lawrence itself basically a community of 
homes of people who find their employment outside of the town limits / 

Mr. Fraps. That is true. 

Mr. Drnxrns. Mr. Fraps, I have some papers in my files which in- 
dicate back in 1941 there was some question about stream pollution 
around Lawrence. Has that matter now been completely cleared up ‘ 

Mr. Fraps. No, sir. 

Mr. Dryxrns. Is has not ? 

Mr. Fraps. Not completely. 

Mr. Dinkins. What is the stream-pollution situation there now ? 

Mr. Frars. The program, assisted in by the Government, was to 
furnish a sewage system for the entire town of Lawrence, including the 
new subdivisions, and a sewage-treatment plant. The sewage-treat- 
ment plant is now in operation. 

Senator Bennett. Does that cover the entire town of Lawrence ? 

Mr. Fraps. Yes. 

Senator Bennerr. Or just the new subdivisions ¢ E 

Mr. Fraps. The entire town. The new sewage-treatment plant is 1n 
operation. All of the new homes in the new subdivisions are served 
by that sewage-treatment plant. Very few of the homes in the old 
town are at present served by the sewage-treatment plant. They are 
still on septic-tank systems of their own. Phe program is not com- 
pleted. When it is completed, there will be facilities for the entire 
(own. tae . , . 

Mr. Divxrys. And you will have an elimination of this stream- 
pollution problem ? 
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Mr. Fraps. That is correct. When I say the entire town, there will 
be some exceptions. The town has limits of vacant areas, and 1 or 2, 
or 3 people build half a mile away from a sewer. It just wasn’t 
practical to take care of those. But in general, the town will be 
sewered for all the homes. 

Senator Bennert. Does the septic-tank program offer any threat 
to this water supply from the limestone ¢ 

Mr. Fraps. No, sir. 

Mr. Dinkins. Then, if I understand your testimony correctly, in 
another 90 days, or shortly thereafter, this stream-pollution question 
will be entirely eliminated ? 

Mr. Fraps. No; I think that was misunderstood. The question was, 
when would the water supply and distribution system be completed. 
And that I estimated at about 90 days. 

Senator Bennerr. Wouldn't that also hold true for the extension 
of the sewage program, which would serve the new areas and take 
their refuse into the treatment plant / 

Mr. Fraps. The new areas are essentially complete now, and being 
carried into the sewage-treatment plant. Very little work has as yet 
been done in the old town. 

Mr. Dinkins. Is the plan to coordinate the old system with the 
new system ¢ 

Mr. Fraps. It is a coordinated plan. But due to the delays and the 
heavy expenditures and heavy costs which these delays caused the 
builders, we, and the Housing and Home Finance Agency requested 
the contractor to concentrate on the new areas, because those people 
were being hurt bad, financially, due to this upset program. 

Mr. Drnxrins. But the old areas will be corrected as quickly as 
possible ¢ 

Mr. Fraps. The old areas are now being worked on. 

Senator Bennerr. The contract that Mr. Stone has, does that in- 
clude providing sewage for the old areas as well as the new ? 

Mr. Fraps. Yes, sir. 

Mr. Dinxrtns. Mr. Fraps, we have had some testimony here in con- 
nection with the construction of these new Government projects, that 
the town of Lawrence had full sets of inspectors that went out from 
time to time to inspect this new housing as it was going up, that they 
had plumbing inspectors, electrical inspectors, water inspectors, and 
then I think what they call an outside inspector who went in when the 
1obs were completed. Did any of those Inspections come through 
your office ? 

Mr. Fraps. No, sir. We have only the facilities that go in the 
streets, and sewage-treatment plant and water. 

We don’t get. onto the lots of the subdividers at all. That is an en 
tirely separate project, handled by the builders themselves. Our con- 
tract is with the town. 

Mr. Dinxrns. I have just one more question and then I think I am 
through. 

Do you feel that the town of Lawrence is being better served and 
receives greater benefit by virtue of this Government program than 
they would have received if they had made a private contract with 
the Indianapolis Water Co. to supply water? What is your opinion 
on that ? 

Mr. Frars. May I refer to some records? 
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Mr. Dinxrns. Oh, yes. 

Senator Bennett. Surely. 

Mr. Fraps. In the first led e, I believe the town or the people of 
the town would have had a great deal of difficulty in financing a 
water system that was owned and operated by the Indianapolis 
water Co. 

Mr. Dinkins. Would you mind saying why ? 

Mr. Fraps. The Indianapolis Water ‘Co. would have charged, ac- 
cording to the information we have, for the main, or a portion of the 
main, and a portion of the distribution system in the town. 

Senator Bennerr. To each person connected ¢ 

Mr. Fraps. Not necessarily. If the town had paid them—— 

Senator Bennett. I see. 

Mr. Frars. It is my understanding the Public Service Commission 
permits the Indianapolis Water Co. to charge everything over Six 
times the annual estimated revenue that they will get, back to the 
people who wanted that system installed. The Indian: apolis Water 
Co. has some reports indicating about how much that would. cost. It 
would cost someone in the town of Lawrenee a considerable sum in 
order to connect to the Indianapolis Water Co. and have the Indian- 
apolis Water Co. serve the town of Lawrence. The town of Law- 
rence has, in the old town, a water system which is at the present time 
bonded. The bondholders, of course, would have something to say 
as to who owns that system. That would, in my mind, cause consid- 
erable difficulty in ironing out the overall problem. 

As far as the rates and ch: arges are concerned, the present rates in 
Indian: ipolis, according to the newspaper items, at least, are about 40 
percent higher than those in Lawrence. The Lawrence water supply 
is being constructed partially by the sale of bonds. When bonds are 
sold an amortization schedule of those bonds has to be made out 
indicating revenues, operating expenses, interest, and repayment of 
the bonds, and so on, and in order to sell bonds you must have some 
reserve. Our amortization schedule would indicate that at the end of 
40 years the town would have accumulated surplus of somewhat over 
$1 million. That may not be in the bank, of course, but it is money 
that would have to be—if the money is spent, it would be spent for 
things which the town otherwise would have to get money for. So it 
represents to the people of the town, at the end of 40 years, about 1 
million—a little over $1 million. That is based on the rates as set up 
at the present time. 

The total operating revenue during that period is about $2,300,000. 
If they went to the Indianapolis Water Co. to buy water the people of 
the town of Lawrence would pay, say, 40 percent more than that. 

Senator Bennerr. About $3 million ? 

Mr. Fraps. Or another roughly $114 million. 

So it appears to me from the figures which are relatively conserva- 
tive that the town would pay roughly $214 million more for their 
water in the next 40 years if they got it from Indianapolis, than if they 
produced it themselves. 

Mr. Dinxrns. Of course, in that connection, Mr. McGhee has made 
some statements, as I recall them, at the time Lawrence could have 
made a contract with the Indianapolis waterworks without any charge, 
and they would receive a better supply of water and a cheaper 
rate. So as I understand the statements that come from him, I mean 
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they are in direct conflict with the testimony which you have just 
given. Can you think of any basis for any support for a statement 
»y Mr. McGhee they could have connected up—the town of Lawrence 
could have connected up with the Indianapolis waterworks without 
any charge, and their rates would have been cheaper ? 

Mr. Fraps. At the start of this program ? 

Mr. Dinxrns. Yes, sir. 

Mr. Frars. No, sir. According to our records, the Indianapolis 
Water Co. was approached early in the program, before it was de- 
cided which way to go. The rates and charges that were in existence 
at the time I came last September would have been applicable at least 
at that time. The minimum rate was $1.70 for Indianapolis water, and 
$1.75 for the town’s local supply. The amount of water received from 
the Indianapolis supply was less than what the town gave. In othe T 
words, they gave less water for $1.70 than the town gave for $1.7 
Actually, it figures that the cost per gallon was slightly more ine 
Indianapolis water than it was for Lawrence water. 

Now, as you use more and more water, as I recall there was a slight 
difference the other way. Perhaps he is going back before my time, 
[ don’t know. Perhaps at that time it was a little cheaper, but at the 
present time, the present rates, that is what they would be paying 
now. It is considerably higher. 

Mr. Dinkins. During the time when the town of Lawrence was 
negotiating with the Indianapolis waterworks, I noticed in some of 
the correspondence that Indianapolis waterworks stated they were 
then applying for an increased rate. Do you know whatever hap- 
pened to their application for an increased rate, whether it was 
granted or not ? 

Mr. Fraps. The Indianapolis Water Co., within the last 3 or 4 
months, was given, according to the newspaper I think 33.4 percent 
increase, average. Incidentally, the newspaper stated prior to that, 
if that increase was granted, that Indianapolis would have the highest 
water rates of any city of its size in the United States. The local news 
papers stated that. 

Senator Bennerr. Have the water rates in the town of Lawrence 
changed since you came there ? 

Mr. Fraps. Not since [havecome. If I remember right, the records 
indicate that there was an increase in 1949, when the town had an ex- 
pansion of their water system and sold additional bonds. 

Senator Bennerr. But this present arrangement has not resulted 
in any increase ? 

Mr. Fraps. No, sir. 

Senator Bennett. The present program ? 

Mr. Fraps. No, sir. 

Senator Bennett. In the face of that, the Indianapolis Water Co. 
has applied for and secured an increase since this program started, 
in the nature of one-third ? 

Mr. Fraps. Yes, that is true. 

Senator Bennetr. Somebody said today earlier here, I can’t re- 
member exactly whom, that the present minimum rates for Indian- 
apolis water was $2.30. 

Mr. Fraps. I believe that is correct. 

Senator Bennetr. And the rates from Lawrence were still $1.75 

Mr. Frars. $1.75 
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I might add the city officials are contesting the increase in rates in 
Indianapolis. 

Senator Bennerr. You have helped us a great deal because Mr. 
McGhee has made many complaints about the feasibility of this proj 
ect, the source of the water, the cost of the water, and its relationship 
to the Indianapolis Water Co.’s rates. I think we have a pretty clear 
picture now. 

Mr. Dinkins. I think so, sir. 

Mr. Fraps. Could I make one comment, sir ¢ 

Senator Bennerr. Certainly. 

Mr. Fraps. This may have some bearing on it. 

I feel the town is extremely fortunate, if they are going to expand, 
to have this opportunity for the Government to come in and he ‘Ip, pri 
marily because of this: The outstanding bonds for the waterworks 
are under an authorizing ordinance—or under a statute that requires 
that any future bond issues be limited in a certain manner, according 
to net profits of the waterworks of the previous year to which those 
are being sold. When I came that had been based on the year prior, 
or the year 1952. The maximum bonds that could be sold were figured 
at $56,000, because of that particular law. That was based on, I be- 
lieve, a 114 percent bond, or possib rly 4 percent bond. When this job 
was refinanced in February 1954 we had to go back to the 1953 net 
earnings in order to determine the maximum size of bond issue that 
the town could legally issue. At 2%4 percent that figured out $87,000. 
So you can see that if the town was going to expand and build a water 
system that cost, say $400,000, they would have had a great deal of 
difficulty in financing that water system without some assistance. 

Mr. Drnxrns. In other words, the only hope if thev didn’t get loans 
and grants from the Government, apparently, would have been they 
would have been forced to have made a contract with the Indianapolis 
Water Co., whether they wanted to or not; isn’t that the normal con- 
clusion 2 

Mr. Fraps. Well, let’s put it this way: If the Government hadn't 
come in and helped, I don’t think the ergwth would have been there. 
Growth was needed by virtue of the facilities going in that area, but 
there is a sewage treatment p a and a sewage collection system, and 
the water. all of which had to be taken care of. This would have 
caused some expense on someone, if the Indianapolis Water Co. had 
come in there would have been some expense. How they would have 
paid for that, I don’t know. That would have still left the sewage 
collection system and sew: ige treatment pl: int to contend with. 

I don’t know how that would have been financed. I don’t believe 
it would have been very feasible. 

Senator Bennett. I have no more questions. 

Tomorrow we go into a public hearing beginning at 10 o’clock, and 
we are meeting in the District of Columbia Committee room, which 
is in the Senate wing of the Capitol, on the same floor as the Senate 
Chamber itself. Any of the guards can identify it for you. We would 
like to summarize what you have told us this afternoon and put that 
into a public record with a few questions tomorrow afternoon. We 
will go over this same ground again. 

Mr. Fraps. Yes, sir. 

Senator Bennett. Will we go through in this same order ? 
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Mr. Dinkins. Except for Mr. McGhee. I would recommend that, 
sir, | don’t know yet whether we will take Mr. Jose. 

Senator Bennerr. That would mean we would get to you at about 
this same time tomorrow afternoon. 

Mr. Fraps. This is the Senate Columbia ? 

Senator Bennett. District of Columbia Committee room. 

Mr. Fraps. District of Columbia Committee room / 

Senator Bennett. Yes. The Senate is the town board of the Dis- 
trict of Columbia. So we have to have a committee of the Senate. 

Mr. Fraps. That is in the United States Capitol ? 


£ Senator Bennett. It is in the Capitol, the Senate wing of the 
, Capitol. 
Mr. Dinkins. Mr. Fraps, even though you may not be called as a 
J « witness until late tomorrow afternoon, if you have time it might be of 
interest to hear some of Mr. McGhee’s testimony because he may make 
some statements affecting the operations of your office. Of course, 
that will be an open hearing in which you will have a right to come 
and sit through the hearing. 
Mr. Fraps. I can come and sit through the hearing ? 
Mr. Dinkins. Yes, sir. 
Senator Bennetr. We will look forward to seeing you there. 
Mr. Fraps. I will be there at 10 a. m. 
Senator Bennetr. Thank you very much. 
(Thereupon, at 4:30 p. m., the committee adjourned.) 
‘ “ 





